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U.S. DEFENSE ZONE: 
WHOLE WORLD 


The New Secretary of Defense 


Louis A. Johnson 


FIRST TASK—CO-ORDINATION 
Needed: Air-War Bases 
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COUNTY FAIR 


DO YOU ENVY THE FARMER, who gets his fresh fruits and vegetables | YOULL BE ABLE TO IMPRESS the boss, or just delight your family, wit 
with the dew of the fields still on them? Then here’s good news: — the most delicious meals you’ve ever served —when produce start 
the day is coming when, no matter where you live, foods will — to travel by “Roller Freight”. Because “Roller Freight” is faste 
and smoother, foods will reach you sooner, fresher and tastier. 


reach you at the peak of their farm-fresh goodness. 
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YES, THERE'LL BE BETTER THINGS in stores for 
you when “Roller Freight’ begins to 
roll! It’s the next great step in rail- 
roading! 

“Roller Freight” is the term for freight 
cars equipped with Timken tapered roller 
bearings—just like high-speed passenger 
trains. With Timken bearings on the 
axles in place of old-style friction bear- 
ings, freight trains will DE able to travel 
with passenger train speed and smooth- 
ness. “Hot boxes” and other delays due 
to friction bearings will be eliminated. 

Since Timken bearings reduce start- 
ing resistance 88°,*‘Roller Freight” cars 
start easily and get under way quickly 
and smoothly, without jolts and jars. 
There’s less chance of damage to ship- 


NOT JUST A BALL©) NOT JUST A ROLLER ©) THE TIMKEN TAPERED ROLLER C— BEARING TAKES pana 


ments, so that goods arrive in better 
condition. The trend to “Roller Freight” 
has already started —from a handful of 
cars on some railroads to as many as 800 
and 1,000 on others. 

Timken tapered roller bearings are 
first choice throughout industry. They 
take both radial and thrust loads in any 
combination. Whether you’re building 
machine tools or automobiles, power 
shovels or airplanes, tractors or shop 
trucks, make sure the trade-mark 
“Timken” is on the bearings you use. 
The Timken Roller Bearing Company, 
Canton 6, Ohio. Cable address: 
“TIMROSCO”. Tapered Roller Bearings, 
Alloy Steels and Tubing, Removable 
Rock Bits. 
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“Man overboard! —and by golly it’s me” 


OU remember the man telling of his 
experience on a crowded dock: ‘‘Sud- 
denly,” he said, ‘there were cries of ‘Man 
overboard’. I look, and by golly, it’s me!” 


Thé crowd who join the cry of, ‘Attack 
the corporations’ profits” will, if they 
succeed, soon be looking around and find- 
ing it’s they who are overboard; they’ve 
pushed themselves off the dock. 


Corporation profits are not squandered 
... only the most crude communist propa- 


gandist even hopes you'll believe that. Most 
profits are never seen by the owners; they 
are used to buy more and better machinery. 
Without this better machinery, companies 
could not hope to pay better wages and 
would not pay wages at all—they would 
soon be out of business. 


So, you see, people who shout against 
corporation profits shout against their 


own jobs. 


They’re pushing themselves off the dock. 


WARNER 
& 
SWASEY 


Machine Tools 
Cleveland 


| 


| YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 
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to extend the availability and effectiveness 


of Microfilming as a modern business tool 
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business 


Effective immediately, the entire pro- 
duction of Bell & Howell microfilming 
equipment will be distributed and serv- 
iced through the worldwide Burroughs 
organization. 


Bell & Howell microfilm equipment, 
built to standards of precision and 
dependability that have made Bell & 
Howell the recognized leader in the 
field of, photography, incorporates 
many important technical advances. 
And Burroughs, through the unmatched 
size, scope and training of its organi- 
zation, is uniquely equipped to help 
business take full advantage of this 
exceptional microfilming equipment. 






This new arrangement promises important 
benefits to business concerns 


For many years, Burroughs has worked 
closely with users of figuring, account- 
ing and statistical machines to achieve 
increasingly efficient mechanized sys- 
tems in the office. With this back- 
ground, Burroughs can now help busi- 
ness integrate modern and efficient 
microfilming into its systems and 
methods to save time, space and money 
in the reproduction of records for 
current use and for storage. 


Burroughs world-famed service organi- 
zation will provide not only efficient 
maintenance of microfilm equipment 
but also prompt service in the process- 
ing of films for microfilm users. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 


Bell & Howell microfilm equipment is based upon a new 
principle of recording, which doubles the efficiency and 
halves the cost of microfilm for many business purposes. 
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DEFENDING THE WORLD............ Pts 
Area Uncle Sam must defend is extend- 
ing around the world. Atlantic Pact, 
added to treaties in existence, leads in 
that direction. Billions already spent to 
build up the U.S. portion of the world 
are only a beginning. Record responsi- 
bilities are ahead. U.S. frontiers, once 
thought to be on the Rhine, now are 
everywhere. 


NEW RENT OUTLOOK................ P. 16 
Better days are ahead for landlords un- 
der the new rent-control bill. A gradual 
rise in the rent level is assured. In many 
areas, control will fall to local govern- 
ments, where negotiated increases will 
be easier to get. 


CAN PLANES WIN ALONE?........ PF 
Air-power enthusiasts are winning out in 
Congress. Big new planes, which can 
strike enemy targets from bases in the 
United States, are being accepted as a 
coming substitute for wartime Navy con- 
voys, for overseas bases held by the 
Army, It’s very dramatic but not always 
realistic, as a new Official study of air- 
lift capabilities shows, 


‘FREE MEDICINE’: WHO WINS?..P. 22 
How you may fare under Mr. Truman’s 
National Health Insurance plan is pre- 
viewed here in the real story of Britain’s 
“free medicine” program. Typical work- 
ers, executives, housewives tell just how 
the plan has affected them. Their reac- 
tions are not always what you would 
expect. 


COMPROMISE, SOUTHERN STYLE..P. 27 
President Truman said all or nothing, 
Southern Congressmen said compromise 
or nothing and made it stick, so now 
he'll try compromise—with the South- 
erners able to dictate terms. They con- 
trol committees that handle _ taxes, 
defense, banking, agriculture, most other 
national issues. 


News within the News 





WHAT WEST MUST DO NEXT........ P.. 29 
Feverish growth of the Pacific Coast re- 
gion finally is slowing down a bit. Busi- 
ness definitely is off. Unemployment is 
spreading. Water supplies are becoming 
critically scarce in some areas. Eastern 
competition is up. Yet the lull is being 
regarded as temporary, a pause before 
starting the next cycle of growth. 


OIL-SURPLUS TROUBLES................ P. 34 
Throughout Latin America, the end of a 
petroleum shortage in the U.S. is bring- 
ing economic woes. Venezuelan oil pro- 
duction is being cut back. Search for 
petroleum is off in several countries. De- 
cline in this big source of dollars threat- 
ens to affect the national finances of 
many oil-producing nations. 


WHY STOCK MARKET LAGG........ P. 50 
Why hasn’t the stock market enjoyed the 
record prosperity that business in general 
has experienced in the postwar boom? 
Explained here are the real factors that 
have kept the market for common stocks 
in a rut. 
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Young man with good connections 


Na Bell telephone central office, this Western 

Electric installer is connecting thousands 

of wires to new equipment to provide more 
and better service. 

Here’s one of 18.000 trained Western Elec- 
tric installers who do this job for Bell Tele- 
phone companies. Crews are working in some 
1,600 central offices to connect new equipment 


which, like your telephone, is made by West- 


ern Electric. 


e Western Electric is part of the Bell System— 
has been since 1882. This assures closest coopera- 
tion between people who design telephone equip- 
ment, people who make it and people who operate 
it. Their teamwork has given this country the 
best telephone service on earth. 


INSTALLER 


of Bell System central 
office equipment. 


DISTRIBUTOR 


of Bell telephone ap- 
Poratus and supplies. 


MANUFACTURER PURCHASER 


of telephone apparatus for of supplies for Bell 
the Bell System. Telephone companies. 
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From his glassed-in tower above the receiving yard of a 
modern coal preparation plant, this mine train dispatcher 
keeps mountain-size tonnages of coal on the move. Through 
telephone lines to the mine’s working areas and by radio 
communication with mine locomotives, he sends empty cars 
to be loaded, and locomotives to pick up loaded trains. The 
result is steady mining at the face and uninterrupted de- 
livery of coal to the washing plant—as well as greater safety 
for all mine employees. 

Getting maximum tonnage with maximum safety is the 
modern mine operator's goal. That’s why the progressive coal 
industry is today carrying on a billion-dollar program for im- 
proving existing mines and opening new ones. Only through 
such forward-looking mechanization can America’s mines 
provide more coal of better quality, coal whose ultimate cost 
to users represents real economy—in more heat per ton and 
more efficient return from modern coal-burning equipment. 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF 


Living Conditions of coal miners continue 
to keep pace with improvements in working 
conditions. 

Today, almost two-thirds—more than 
260,000 of the nation’s bituminous coal miners 
—either rent from private landlords or own 
their own homes, and home ownership among 
miners generally is on the increase. This is 
good for men and companies alike. It gives to 
the miner the greater satisfaction and security 
that come with living in a “home of his own,” 
and it frees mine management and capital 
for the big job of getting maximum coal pro- 
duction at the lowest possibile cost. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 
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It's to be a little less easy from now on to get money out of Congress, 
less easy to pile one spending plan on top of another without thinking of cost. 

Pensions for all veterans age 65 are blocked. That's significant. It prob- 
ably is just temporary, but it's the first sign of reaction to spending. 

Aid to Europe is likely to be trimmed a bit this year. 
going to be easy to sell. It will be approved, probably, but only after the 
planners have been forced to do some closer figuring. 

Public works are being looked over carefully. Cost cutting is beginning to 
be considered. The dole, favored by Mr. Truman, is to have rough going. Farm 
price supports will be continued, but Congress isn't happy about them. 

Armament still has the right of way. Public housing will be voted. Here, 
though, White House plans will be trimmed somewhat. Aid to education is going 
to be started. Health insurance won't be approved this year, though. It's to be 
difficult to sell disability insurance, too. 

Prospect that more money will be spent than taken in for the year ending 
June 30 is tending, for the moment, to jolt leaders in Congress, to make them 
money conscious. There is a tendency to wonder about how much the country can 
afford. Tendency may not last long, but it is beginning to appear. 




















Chances are that Congress cannot resist Spending pressures over a longer 
pull. Too many groups want too many things out of the National Treasury. 

Cities now demand public housing, subsidy for school building, help in pay- 
ing teachers, much bigger subsidy for street improvement. States want more money 
for highway improvement, more aid in caring for aged and indigent. 

Old people want bigger annuities, more pensions. Veterans want pensions, 
many other things. Farmers want guaranteed prices. Workers often want rent sub- 
Sidies, many social services. Everybody wants something in cash or kind. 

Foreign nations want gifts of goods. They also want free armament. The 
Army, Navy, Air Force, each wants enough arms to win a war pretty much alone. 

Taxpayers, at the same time, want lower taxes. Yet it is difficult to see 
how the Federal Government budget can be cut much below $42,000,000,000 a year 
even if Congress is momentarily economy-minded. Before the war, New Deal spend- 
ing was under $9,000,000,000 a year. After the war, planners were talking hope- 
fully of a $20,000,000,000 budget. Now it's double that and rising. 








Trend at home and abroad is to look to the U.S. Treasury as a sort of magic 
fountain of money, the source of almost all good things people want. 

That's because the Treasury has appeared to enjoy unlimited ability to ex- 
tract cash from corporations and individuals, enough cash to give all kinds of 
things to people koth inside U.S. and outside U.S. It's because Treasury is 
able to create money to pay its bills in case of need. 

The catch is going to be that there's a limit to what taxpayers will pay 
readily in peacetime without getting discouraged. There's a limit to process 
of leveling incomes and expecting industry and individuals to exert themselves 
to go on venturing and expanding, finding ways to generate income to be taken 
away in taxes to assure a pleasant life to all who want it at home and abroad. 

Written for the issue of April 1, 1949, Volume XXVI—No. 13 (omer 
U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 





NEWSGRAM--TOMORROW-- (Continued) 


Time is approaching when U.S. will have to worry again about its finances. 





Mr. Truman is to get more from Congress by his new tact than by his old. 
Truman technique has been to try to drive Congress. It didn't work. Now he'll 
try kindness and the hope of reward. In other words, he'll do some trading. 

At best, however, Mr. Truman will get only part of what he wants. 

Tax increase of $4,000,000,000 remains highly improbable. Taxes, if they 
are raised, will be raised moderately--maybe a billion or two at most. Tax pol- 
icy won't be clear until May or June, when spending outlook is clearer. 

Civil rights may be sidetracked by compromise. FEPC is out. Poll tax and 
antilynching issues may be settled by some time-consuming formula. 

Minimum wage is to be raised, but only after compromise. A flat 75-cent 
minimum is not yet assured. Coverage won't be broadened. 

Taft-Hartley changes are coming. Labor lacks six votes of enough to get 
outright repeal from the Senate at this stage. It's to take compromises to win 
over the votes needed to get change. Truman tactics from now on will be aimed 
at delivering as much as possible to labor leaders who want a new law. 

Rent control is to be watered down. Landlords will get some breaks. 
Tenants often will face some increase in rents. Mr. Truman lost this one. 

Social security, welfare-state plans, are to be watered down. 

What the President is doing is accepting the fact that Congress won't give 
him all he asks. He's been sold on the idea that he has to compromise; that he 
can get more by promise of reward than by threat of punishment. 


























Draft is ended for youths at least until big new war scares flare up. 

Draft Act will be extended as a club to encourage enlistments, not as a 
machine to produce raw materials for the armed services. 

Draft youths, those who got caught before the Army got filled up with vol- 
unteers, are stuck for the full term. They aren't to be let out now. 





War scares, if they come in 1949, will concern: (1) Berlin; (2) Finland; 
(3) Iran. Those are the threatening trouble spots if nerve war starts again. 

Scares of war are likely to be less alarmist than in 1948. Odds now are 
that there won't be scares comparable to those of the year past. ; 

Russians have enough troubles at home to keep them busy. Reorganization 
of the top governing setup in Russia appears to be an outgrowth of decision to 
center more attention.on domestic problems, less on an offensive abroad. 





Big strikes are less of a threat this year, too. 
A strike in coal seems probable for later this year. A coal strike at this 
Stage of the business cycle would tend to be deflationary, not inflationary. 





broad basis. Wildcat strikes, however, are breaking out again. 


Trend of prices, living costs, in U.S. is to continue slowly downward. 

Rents are to go on rising. Public utilities may cost a little more. Food, 
however, is to remain in a declining trend. Clothing is gradually to cost less. 
Woolens face price adjustment before long. Fuel is to be cheaper. 

Building costs are going to come down. 

Gray markets now are gone. Steel can be had at quoted prices. Copper is 
not as tight as it was. Supply of almost everything is in line with or higher 
than demand. That's now true of cars, except in a few makes. It is true of 
apartments where rents are not held below the market by controls. 











Business in U.S., quite definitely, is drifting downward, slowly. 

Business adjustment will depend for duration and depth on how rapidly and 
how readily prices get into better balance at a somewhat lower level. 

Any 1949-50 setback probably is to be moderate, not severe. 
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- Things lo Toke with You 
wher you go Filnan- 








Your desire for companionship 

* You meet interesting people on important missions in 
lounge cars reserved for you and other Pullman passen- 
gers. Friendly get-togethers make time fly by like phone 


Your unfinished business 

* Your Pullman quarters become an office on wheels 
almost as quickly as you can say, “Bring mea table 
please, porter.”” (A handy Pullman table is always avail- 
able, no matter what your accommodations.) 











2 Your longing for security 

* With every Pullman ticket you get a feeling of security. 
You can count on dependable railroad schedules to get 
you there—on time, relaxed, well-groomed, ready to 
tackle the job. So, of course— 


<— Your love of undisturbed sleep 
* You get everything but the lullabies, when you go Pull- 
man. A big roomy bed; a deep, soft mattress; crisp, 
fresh linens—everything to make you feel at home 
miles from home. 


cee ws py ery lt 
O) Ye : See the Pullman Exhibit ! 


THE SAFEST, MOST COMFORTABLE WAY TO GET THERE! 


© 1949, THE PULLMAN COMPANY 








PRING WAS IN THE AIR in Washington 

last week, and President Truman’s 
fancy seemed to be turning to kindly 
thoughts of Congress. The President, at 
his news conference, made it clear that 
he wasn’t mad at anybody in the Gov- 
ernment, Especially, he wasn’t mad at 
the Congress that had all but riddled the 
program he planned for this Administra- 
tion. He made a point of saying that he 
always has gotten along fine with this 
Congress. 

As though to make certain of the fu- 
ture, however, he scheduled a number 
of conversations with key Congressmen, 
an.ong them several Southern Democrats, 
Obviously, the Administration strategy 
was the strategy of a “kind word.” There 
was no more talk of a cross-country trip 
to tell the people how their Congressmen 





THE TOUCH OF SPRING 
Something new 


have been acting. There was White House 
support for efforts on Capitol Hill to get 
the Northern and Southern Democrats 
back together again. 

The feuding Democrats did, in fact, 
show some signs of settling their war be- 
tween the North and the South. They 
held a harmony luncheon, went in for 
mutual back slapping and acted, for the 
most part, as though they had forgotten 
the filibuster that snagged Mr. Truman’s 
plans. But, despite peace gestures and 
soft words, much of the Truman program 
still was in a mess. 


HE PRESIDENT WAS SMILING and tanned 
ws he got back to his White House 
office from a two weeks’ vacation in 
Florida. One of the first things he did was 
to explain why his advisers objected to 
pictures made of the presidential party 
on the beach: Mrs. Truman thinks Mr. 
Truman looks awful in a swimming suit. 
With that explanation out of the way, he 
dug into the papers on his desk that had 
piled up during his absence. He canceled 


10 


The March of the News 


a number of out-of-town engagements 
because of accumulated work. 

Bernard M. Baruch, an adviser to 
many top officials, remarked that Mr. 
Truman holds “the most difficult post of 
any President, even George Washington 
and Abraham Lincoln.” The President, 
speaking for himself, put it another way. 
He arrived late at a dinner for James 
Forrestal, the retiring Defense Secretary, 
and apologized: “I have too much to do 
for one man.” 


LEASANT AS IT IS, springtime was caus- 
Pi. some familiar spring problems. 
Floods broke through the levees on the 
Mississippi River. In Washington, as 
usual, the famous cherry blossoms were 
threatening to burst into bloom too soon 
for the annual cherry blossom festival. 
This year officials tried something differ- 
ent. They dosed the trees with hormones 
so the blossoms would stay put until 
festival time. In the restaurant at the 
U.S. Senate, a young woman picked up 
a bowl of bean soup and dumped it on 
the head of a young man. . 


INSTON CHURCHILL in a jovial mood, 
Wstuck a big, fat cigar in his mouth, 
stuck two fingers into the air in his 
familiar “V for victory” symbol, and 
walked off the ship at New York to begin 
his first visit to America since 1946. As 
he landed, he was greeted by pickets 
waving banners that said: “Go home, 
Mr. Churchill, we want peace.” The signs 
were protests against the North Atlantic 
Treaty that Mr. Churchill had endorsed 
in a brief statement to reporters. 

Britain’s wartime Prime Minister had 
a full schedule, including a reception at 
the British Embassy in Washington, and 
a social dinner as the guest of President 
and Mrs. Truman. Everybody was care- 
ful, however, to keep his visit from tak- 
ing on the appearance of an official 
affair. The principal business of the 
Churchill call was a speech, set for 
March 31, at the Massachusetts Institute 
of Technology. 

A few days before Mr. Churchill 
reached the U. S., President Truman de- 
cided against appearing on the same 
M. I. T. program. The President also 
changed his mind about speaking at 
Boston College—so Boston College 
changed its plan for giving him an 
honorary degree. The reason: The school 
presents honorary degrees only to those 
who come around in person to get them. 


THER TRAVELERS and their plans at- 
tracted attention during the week. 
Dmitri Shostakovitch, the composer, and 
other Russians arrived for the Cultural 
and_ Scientific Conference for World 
Peace in New York at the time the Con- 





ference was being denounced by the 
State Department and by private critics 
as a front for Communist propaganda. 
Mr. Shostakovitch, asked for comment, 
said he had a headache. 

Americans learned that Russia’s “Mis- 
ter No” is coming back. Quiet, poker- 
faced Andrei Gromyko, now the Soviet 
First Deputy Foreign Minister, will at- 
tend the next meeting of the U.N., where 
he holds some sort of a record for saying 
“no” through use of the veto. 

Britain’s Foreign Minister Ernest Bevin 
also packed up for an official visit to the 
U.S. Before he left London he looked 
things over and reached a conclusion 
that surprised a lot of people: that the 
U.S. and Britain had won the “cold war” 
against Russia. If so, the Russians seemed 
to have missed the point. The cold war 





4 ~—Harris & Ewing 
THE HAND OF HISTORY 
Something familiar 


went on in Germany, in Iran, in Finland 
and in the Communist newspapers all 
around the world. 


HE STATE OF THE WORLD was reflected 
Tin a number of ways last week: 

Sweden ended butter rationing after 
eight years. 

Berlin officials considered stationing 
police dogs in graveyards to foil per- 
sistent grave robbers. 

In London, after a street free-for-all 
among followers and opponents of Sir 
Oswald Mosley, British fascist leader, 
authorities banned all political proces- 
sions for three months. 

Students at the University of Michigan 
turned the tables on the professors and 
gave the whole faculty an examination. 
The way the students scored it, most 
teachers got a “B” average, 42 had 
straight “A’s,” five flunked. 

Official figures in the U. S. showed that 
atomic energy has cost American tax- 
payers $16 a second every second since 
September, 1942. 
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“Madame X” was the code name, during research and development, 
for an entirely new system of recorded music . . . perfected by RCA. 


The remarkable background of ‘Madame X” 


Now the identity of “Madame X,” 
the unknown in a long search for 
tone perfection, has been revealed. 
From this quest emerges a complete- 
ly integrated record-playing system 
—records and automatic player—the 
first to be entirely free of distortion 
to the trained musical ear... 

The research began 11 years ago at 
RCA Laboratories. First, basic factors 
were determined—minimum diameters, 
at different speeds, of the groove spiral 
in the record—beyond which distortion 
would occur; size of stylus to be used; 


desired length of playing time. From 
these came the mathematical answer to 
the record’s speed—45 turns a minute— 
and to the record’s size, only 6% inches 
in diameter. 

With this speed and size, engineers 
could guarantee 5% minutes of distortion- 
free performance, and the finest quality rec- 
ord in RCA Victor history! 

The record itself is non-breakable 
vinyl plastic, wafer-thin. Yet it plays as 
long as a conventional 12-inch record. 
The new RCA Victor automatic record 
changer accommodates up to 10 of the 
new records—1 hour and 40 minutes of 


playing time—and can be attached to 
almost any radio, phonograph, or tele- 
vision combination. 


Not only records are free of surface noise 
and distortion—the record player elimi- 
nates faulty operation, noise, and cumber- 
some size. Records are changed quickly, 
quietly . . . RCA Victor will continue to 
supply 78 rpm instruments and records. 

This far-reaching advance is one of 
hundreds which have grown from RCA 
research. Such leadership adds value 
beyond price to any product or service 
of RCA and RCA Victor. 
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MOTEL STATLER 





Happy Hal, the Hermit, figured he was sitting pretty, 


e and then he won a contest and a trip to New York 
City. ““What’s this I see?” the hermit cried, arriving 
in his rattler. ““The Hotel Pennsylvania has become the 


HOTEL STATLER! 








“On my last visit, years ago,”’ the Happy Hermit cried, 
F 3 “it was a Statler-run hotel—they own it now, beside. 
Perhaps I will give up my cave, a hermit’s life at best 
is lonely . . . and I know that here I really ama guest!”’ 








He spent a night in Statler’s room, and slept on Statler’s 

e bed. “Why that’s the best night’s sleep I’ve had in 
many years,” he said.“‘For those eight hundred springs 
and more, I'll give a quiet cheer, and if I keep on 
hermit-ing . . . I'll be a hermit here!” 





The hermit ate a Statler meal, and goodness, how he 

4, ate. ““That food was so darn good,” he said, “I’ve got 
to call it great! I think I'll give up hermit-ing, rejoin 
the ranks of men, so I can eat the Statler food again 
and yet again!” 





Pee 









5. Happy Hal, ex-hermit now, and leading businessman, 

e like all who stay at Statler once, is quite a Statler fan. 
“T find I’m close to shows and shops, and close to busi- 
ness, too. I like the Statler in New York ... I’m sure 
you'll like it, too!” 
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STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON + BUFFALO + CLEVELAND 
DETROIT + ST. LOUIS WASHINGTON 
STATLER OPERATED HOTEL WILLIAM PENN « PITTSBURGH 
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U.S. DEFENSE ZONE: THE WORLD 
-HIGH COST OF BLOCKING RUSSIA 


Reported from LONDON and WASHINGTON 


Two blocs go into operation 
vith the North Atlantic Pact. 

U. S. is tied to American neigh- 
bors, to Europe, the Mediterra- 
nean, the Orient. Russia, through 
reaties behind the Iron Curtain, 
his her own part of the world 
already organized. 

Non-Russian portion is bigger, 
more populous, moze powerful. 
but holding it together is to cost 
U.S. money. 

Rival world blocs are to take formal 
shape with signing of the North At- 
lntic Security Pact tying together 
U.S.-Canada and the nations of West- 
em Europe. Russia will be the base 
ad leader of one huge section of the 
world. U. S. will be the base and leader 
of the other, and potentially stronger, 
section. 


Russia’s bloc already is bound tightly 
together by a series of treaties of alliance. 















—Justus in Minneapolis Star 
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In that bloc, not counting Communist 
China, are about 300,000,000 people and 
one fifth of the world’s heavy industry, 
vital to warmaking. In the portion of the 
world being organized by U.S., exclud- 
ing China and India and other areas not 
now planning to join, are more than 
650,000,000 people and nearly four fifths 
of the world’s major industrial resources. 

The split of the world into two parts, 
competing for allegiance of peoples, is 
being accepted as a fact. Whether war 
is to be the final result of this split is 
regarded by the planners as related to 
whether a working basis can be evolved 
between the two groups of nations. 

The U. S. bloc has been taking shape 
gradually since the end of World War 
II. The new Atlantic Alliance is just one 
step in the process of its formation, Oth- 
er alliances or groupings already are un- 
der discussion. 

After the fighting stopped, U.S. and 
Canada retained what amounted to a 
military alliance. Then U.S. joined with 
the Latin-American nations in the Inter- 
American Defense Pact, completing the 
Hemisphere line-up. Now the Atlantic 
Alliance, if approved, will extend the 
U.S. defense zone to include Western 
Europe. 

Similar pacts have been proposed for 
the Mediterranean region, the Middle 
East and Southeast Asia. Officials are dis- 
couraging talk of a Mediterranean or 
Middle East grouping at this time, how- 
ever. They point out that France and 
Italy—Mediterranean powers—are being 
included in the Atlantic Pact. Greece, 
Turkey and Iran already are getting 
military help from the U.S. on an indi- 
vidual basis and this help is to continue. 
The fact is that the Eastern Mediter- 
ranean region and the Middle East ac- 
tually are recognized as being in the 
U.S. defense zone, even without a 
formal alliance. 

In the Far East, U.S. power already 
is involved in Japan and Southern Korea, 
occupied by U.S. troops. 

There remains the problem of what 
to do about defense of countries in 
Southeast Asia and the Southwest Pa- 
cific. For that area, an eventual grouping 
may include India, Burma, Malaya, 


Siam, French Indo-China, Indonesia, the 
Philippines and Australia. U. S. probably 
will not be a member, however. Also, 
since the defense problem in that region 
is not primarily military, this country is 
not likely to supply arms, as in the case 
of the other regions. Instead, U.S. may 
try to check Communism there by eco- 
nomic aid, rendered through the United 
Nations. 

Thus, through a series of treaties and 
other ties, the U.S. defense zone is be- 
ing extended all the way around the 
globe. P 

The Russian bloc gradually is be- 
ing solidified, too. Like that of U.S., it 
is an outgrowth of the war. It includes, 
besides Russia’s own territory, a belt of 
countries in Eastern Europe—Poland, 
Czechoslovakia, Hungary, Rumania, Bul- 
garia, Albania and the eastern portions 
of Germany and Austria, In Asia, it in- 
cludes Outer Mongolia, Afghanistan and 
Northern Korea. 

Russia has separate treaties of “mu- 
tual assistance” with most of these coun- 
tries. Through these treaties, she has 
what amounts to a military alliance 
within her own sphere. Although staff 














—Burck in Chicago Sun-Times 
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In Southeastern Asia, the idea of 

another regional group already 

has been discussed. If formed, 

it probably will include India, 

Burma, Malaya, Siam, French ; ] ; 
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planning and standardization of arms 
are not publicly stressed, Russia is as- 
sured the right to send her armed forces 
through the border countries in case of 
attack or threatened attack. She is also 
assured the use of bases, if necessary. 

End product of this choosing up of 
sides is pictured in the map on these 
pages. The “one world” forged in war- 
time has been split in two. Russia’s por- 
tion, although smaller, occupies a solid 
land mass, whereas the U.S. part is 
dispersed over several continents and 
oceans. It is the scattered nature of the 
U.S. zone that presents this country 
with a complex problem of defense. 

Policy makers for U.S. recognize that 
defense of the non-Russian world cannot 
be effective if it is limited to a series of 
paper agreements. As they see the prob- 
lem, these agreements will have to be 
backed with dollars, goods and weapons 
over a period of years. 

What's involved in the way of cost 
gradually is becoming apparent to the 
American people. 

The British loan of 1946 was the 
first important move by the United States 
to strengthen the non-Russian world. For 
that loan, a sum of $3,750,000,000 was 
advanced from the U.S. Treasury. 

The Greek-Turkish aid program, 
approved in 1947, was another step 
taken to prevent encroachment by Russia 
on a key area outside her own borders. 
Cost of this program, by the end of June, 
will total $625,000,000. Additional funds 
will be sought for the year to follow. 

The Marshall Plan was adopted in 
1948, in an effort to revive a larger area 
in Europe. Over a period of four years, 
the estimated cost of this plan will be 
about $17,000,000,000. 

Occupation costs in Germany, Japan 
and Korea, likewise borne by U.S., as 
part of the task of preventing the spread 
of Russian influence and Communism, 
amount to about $2,000,000,000 a year. 

Lend-lease to back up the Atlantic 
Pact now comes into the picture as an 
added financial burden for this country. 
For the first year, the cost probably will 
not exceed $1,500,000,000. Much larger 
amounts -will be asked of Congress in 
succeeding years, if planners have their 
way, and it is possible the total will be 
$20,000,000,000 or more. 

Economic aid also is being sought by 
the countries of Latin America and South- 
east Asia. If granted, it could add other 
billions to the nation’s cost of defending 
the non-Russian world. 

All these sums are in addition to ex- 
penditures for the U.S. armed forces, 
which are to total above $14,000,000,000 
for the year beginning next July. One 
problem for Congress, therefore, is to 
decide just how much U. S. can afford to 
spend on defense of the non-Russian 


world in coming years, without endanger- 
ing the nation’s own financial stability. 

Other problems are faced by the 
planners as they shape the strategy of 
defense against Russia and Communism. 

How to allocate available arms 
among the nations to be defended is one 
of the most difficult of these. Each of the 
nations in the U.S. bloc is asking for 
weapons that can instantly be thrown 
into action, if needed. The planners 
want to provide them with enough arms 
to reduce their sense of insecurity and 
prevent any seizure of their governments 
by fifth-column uprisings. 

Military leaders are pointing out, how- 
ever, that, if U.S. aid is spread too 
thinly around the world, no effective 
protection can be provided anywhere. 
They are stressing the need of concen- 
trating weapons and forces in such a way 
as to give maximum protection to the 
entire bloc, rather than to give only the 
semblance of protection to the separate 
members of the bloc. 

Still another consideration is the 
danger that any weapons placed near 
the borders of the Russian zone will be 
quickly taken over by the Russians in 
the event of war. On this point, the 
planners are not forgetting the U.S. ex- 
perience in China. Maj. Gen. David G. 
Barr, former head of the U.S. military 
mission there, says that most of the 
weapons now being used by the Chinese 
Communists were captured from the 
Nationalists and were supplied originally 
by the United States. 

Danger of a similar disaster in Europe 
is recognized, but the argument is made 
that the nations of Western Europe, if 
they are ever to be secure, must make a 
start sometime toward rearming them- 
selves. The lend-lease aid to be furnished 
by the United States is intended to help 
them make that start. 

How to convince Russia that the real 
purpose of the Atlantic Pact is defense 
and not attack is still another problem 
getting attention. John Foster Dulles, a 
U.S. delegate to the United Nations, 
says that, if the Pact is to promote peace, 
member nations must avoid words o1 
deeds that might give Russia the im- 
pression that the United States, in tak- 
ing on new allies, is “accumulating whis- 
tle stops” on the road to. Moscow, In 
the same vein, Secretary of State Dean 
Acheson is emphasizing that U.S. mili- 
tary aid to Iran is not intended as a 
threat to Russia. 

The real job of building security for 
the non-Russian world, it’ is apparent 
from all these problems, will be just be- 
gun, when and if the North Atlantic 
Pact goes into effect. For that job, offi- 
cials concede, more dollars, more 
weapons and more goods from U.S. will 
be needed in the years ahead. 
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START OF RENT CONTROL’S END 


Congress Eases Restrictions on Landlords 


House rents, generally, can be 
expected to go up a bit. New con- 
trols, set by Congress, make 
things easier for landlords. 

Less federal supervision is 
ahead. States, towns are to have 
more to say about freezing and 
unfreezing rents. 

Revised law, now coming in, 
means the gradual end of rent 
control. Chances are it won't 
come back, short of war. 


Trend of rents is to continue upward 
in the months ahead. Landlords will 
have more leeway in raising rents. Ten- 
ants will continue to enjoy protections, 
but within less rigid limits. 

Rent control is being extended until 
June 30, 1950. After that, barring a 
change in attitude of Congress, the 
Federal Government will drop its con- 
trols on rents and it will then be up to 
the States and communities to decide 
whether they want to impose controls of 
their own. 

A new set of rules for landlords 
and tenants will be in operation in the 
next 15 months. There will be new 
wrinkles to old rules, new ways to seek 


decontrol, a chance to get increased 


rentals for many properties. 


Decontrol of rents will depend largely 


upon local attitudes. It will be possible 
for mayors and State authorities to end 
controls in areas where they find the 
supply of rental housing to be adequate. 
The Federal Housing Expediter also will 
continue to have authority to decontrol 
rents on recommendation of local ad- 
visory boards. In States and cities that 
have their own rent-control laws, local 
officials will have power to decide wheth- 
er they want to continue federal con- 
trols ‘or let them die. 

The responsibility is one that local 
authorities generally do not welcome. 
The United States Conference of Mayors, 
meeting last week in Washington, com- 
plained that States and cities could not 
administer rent controls adequately. 

Recontrol of some properties not sub- 
ject to rent regulation also is to be 
authorized. The Expediter, for example, 
will be permitted to fix rents for some 
tourist accommodations, such as trailers 
and trailer camps used: as permanent 
housing. Recontrol of rental units vacant 
for two years will be permitted on rec- 
ommendation of local advisory boards. 
Also, the Expediter has authority to re- 
store controls to an area that he has decon- 
trolled, if new housing shortages develop. 

Rent increases are permitted to give 
landlords a better return on their in- 


PRESIDENT AND MAYORS 
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vestments and to help offset increased 
operating costs. The amounts of the in- 
creases will be closely controlled and, in 
most cases, probably will not exceed 10 
per cent in the next.12 months. Tenants 
who already have had increases up to 
15 per cent will be protected against 
substantial new increases. Rents can be 
expected to rise in most areas where 
rental housing still is scarce. 

Eviction of tenants, for the duration 
of the new law, will be regulated by the 
Housing Expediter. Appeals may be 
made to the emergency appeals board. 
For the last two years, eviction suits by | 
tenants have been settled in federal 7 
courts, with different standards being set | 
for different parts of the country. 

New housing, as in the past, will not | 
be subject to rent control. Converted | 
housing also may be exempted, but only § 
upon approval of the Expediter. The test } 
here is whether conversion of a dwelling 9 
actually will increase the number of 
available family units. Converted prop- 
erties now are exempted automatically 
from control, but Congress found this 
had led to abuses and confusion. 

Penalties for violating the law are less * 
drastic than before. It no longer will be 
possible to fine or jail a landlord or 
tenant. Criminal perialties are removed. 
However, civil penalties still are in force. 
The Housing Expediter may sue land- 
lords for triple damages for overcharges. 

Veterans continue to have preference 
in purchase or rental of new living quar- | 
ters under the new law. Criminal penal- 
ties are provided for violation of these * 
provisions. 

Tenants will find little to cheer about 
in the law, except that it does continue 
controls for a while in the face of strong 
pressure to abandon them. Landlords, on 
the other hand, have achieved a partial 
victory in the long fight against Govern- 
ment controls. Congress, in voting ex- 
tension, indicated that this is the last ex- 
tension of rent control it will approve, - 
barring war or some unforeseen emer- 
gency. 

Rents, for the country as a whole, can 
be expected to rise somewhat more in 
the year ahead than in the last year. 
Many communities where housing no 
longer is a serious problem will be taken 
out from under controls. Tenants will 
find themselves paying a larger share of 
their cost-of-living dollar for rent at a 
time when most other living costs are 
declining. ; 
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PONTIAC 


PONTIAC 


WHEELS 


THE MOST BEAUTIFUL THING ON 


When you consider what you get in the new 
1949 Pontiac, it’s easy to understand why its 
national presentation was the great automotive 
success story of the year. 

Pontiac’s famous improved engines give you the 
smoothest, sweetest performance you’ll find in any 
car at any price. The new and exclusive ““Travelux’”’ 
Ride turns all roads into boulevards. Pontiac’s new 
handling ease and added vision leave you rested 
after the longest drive. It’s dependability and 
economy cut maintenance cosis to unbelievable 


MOTOR DIVISION of 


GENERAL 


figures. And, of course, Pontiac’s long life will keep 
you happy with your car for years beyond the 
normal span. 

Isn’t that about all any car could give you? 

Well —this new Pontiac gives you something else: 
The greatest beauty in the motor car world! And that 
beauty is free—an extra value which you get in 
Pontiac alone. 

Beiter order a new Pontiac soon—where you get 
everything else that’s wonderful in a fine auto- 


mobile . . . and wonderful beauty, too! 
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WHAT USED TO HAPPEN TO 
SNOW SHOVELS IN SUMMER? 


It wasn’t good. 
But it doesn’t happen 

with aluminum shovels. 
Because ALUMINUM LASTS. 


You probably weren’t thinking of years of service. 
You bought your aluminum snow shovel because 
it was so light, so easy to handle. Nature made 
aluminum light. But a lot of other things had to 
happen to make aluminum that would Jasé, 

Alcoa made those things happen. 

A snow shovel needs strength, as well as corro- 
sion resistance. It cost millions to find the right 
alloys of aluminum for that. Alloys strong as 
steel, that could be rolled into sheet, for blades; 
drawn into tubes, for handles; made into rivets, 
to join them. 

Sounds like a lot of work to make a better snow 


ALC Or\ 


shovel. Hundreds of Alcoa research people work- 


ing thousands of hours on alloys . . . hundreds 
of others spending years on fatigue tests, tensile 
tests, corrosion tests. But it enables us to say... 
“Alcoa Aluminum lasts!”, .. and mean it. 

That means more than just better snow shovels. 
It means better automobile parts. Better stepladders. 
Garage doors. Awnings. Screens and storm windows. 
All the things that didn’t use to last, unless you 
painted them well and often. 

That makes things of Alcoa Aluminum worth 
looking for. Worth buying. ALuminum Company 
or AMERICA, 628 Gulf Building, Pittsburgh 19, Pa. 
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CAN PLANES ALONE WIN A WAR 


Big Cargoes Need Bases and Ships 


Air power alone, launched 
from U. S. bases, apparently can- 
not win a war at this stage. 

Navy study shows a U. S.-to- 
furope “air lift’’ would take half 
of U.S. oil output, cost billions, 
involve 36 overseas airfields. 

Conclusion, after analysis, is 
that Navy convoys, Army-held 
bases abroad are vital to a victo- 
fious air war. 


A bet apparently is to be made by 
Congress that the airplane, pretty 
much alone, can win the next war. The 
bet is being placed on an expanding 
Air Force, at the expense of “balanced” 
forces for an Army and Navy. 

Members of Congress see the modern 
airplane, with its big bomb load and 
cargo-carrying capacity, as a rather cheap, 
easy and swift way to win a war. This 
view is fostered by the job being done 
by the Berlin “air lift,” by round-the- 
world flights, by expressions of Air Force 
officials 4ndicating that any part of the 
world can be reached any time by U.S. 
aircraft able to deliver knockout blows. 

Louis A. Johnson, now taking over 
as new Secretary of Defense, is to find 
himself propelled quickly into a 
series of lessons on what the air- 
plane really can and cannot do in 
wartime. Mr. Johnson is pictured 
as a strong advocate of air power. 
He is being welcomed enthusiastic- 
ally by the Air Force. Yet he will 
find himself up against the problem 
of winning any future war on the 
basis of cold calculations by mili- 
tary planners, not on the basis of 
enthusiasms of partisan advocates 
of one weapon or another. 

A study of one simple problem, 
just made by the Navy, is to help 
Mr. Johnson to an understanding 
of the lesson already learned by 
those who chart joint Army-Navy- 
Air Force operations in terms of 
actual war. This study deals with 
lessons of the Berlin air lift and 
the problems it reveals in experi- 
ence. Air lift to Berlin involves 
transport of 4,500 tons of goods— 
equivalent to about half a ship- 
load—per day over a route 322 
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miles long. It is minute compared with 
transport and military problems that are 
confronted in war. 

What the Navy has done is to translate 
the problem of supplying Berlin by air 
from Wiesbaden to the problem of sup- 
plying the same load of 4,500 tons daily 
by air to Wiesbaden from New York. 
Distance involved is 12 times as long. 
But the cost in fuel and materials, if the 
new air lift is to be self-sustaining, is 
multiplied far out of proportion. Purpose 
of the study is to see if such outlays are 
feasible in wartime, as a means of get- 
ting a small, continuous flow of war cargo 
by air to a combat zone in Europe. Its 
conclusions can also be applied to the 
problem of delivering bombs in large 
quantity. 

Super-air lift costs, as determined 
by the official study, are shown in the 
Pictogram on pages 20 and 21. They are 
based on a lift set up, for economy, in 
three hops—New York to Newfoundland, 
to Ireland, to Wiesbaden. Planes involved 
are C-124A’s, biggest and most efficient 
cargo planes scheduled for production, 
which are able to carry approximately a 
36-ton load each. 

Fue! for the long transatlantic lift is 
the biggest problem. If no tanker ships 
are provided, and claims are that the 
airplane can operate anywhere with 
U.S. as the base, fuel must be carried 
by the transport planes for round-trip 
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C-124A, CARGO PLANE OF THE FUTURE 


. .. enthusiasm bumps into hard facts 


way 
Oe 


flights. This replaces much of the cargo. 
Amount of fuel to be carried mounts up 
this way: 

Present Berlin air lift requires only one 
pound of gasoline for each seven pounds 
of cargo. But a far larger ratio of fuel to 
cargo must be carried for the 7,728-mile 
round trip of the superlift. Gasoline must 
be delivered by plane to bases along the 
route. 

Ireland-to-Wiesbaden hop of the super- 
lift, 828 miles each way, would take one 
pound of fuel to two of cargo. 

Newfoundland-to-Ireland hop, 2,001 
miles and return, then requires 12 times 
as much fuel as cargo. In addition, planes 
on this hop must carry fuel for the Ire- 
land-Wiesbaden operation. 

New York-to-Newfoundland hop, first 
leg of the superlfft and 1,035 miles long, 
involves carrying fuel for the entire lift. 
This amounts to more than 23 pounds of 
gasoline for each pound of cargo that is 
carried. 

As a result of this pyramiding need 
for air-lift space to carry fuel: 

Planes needed for the 3,864-mile self- 
sustaining lift number 140 times more 
than those needed for the 322-mile Ber- 
lin air lift. That’s assuming no overhead 
for the bigger lift, and the use of big, 
efficient planes. For the Berlin operation, 
19 big C-124A’s could do the job if in 
constant operation, while 2,651 of the 
same planes would be kept constantly 
flying in the transatlantic _ lift. 

Cost of planes involved under 
those conditions, at the present 
rate of $35 per air-frame pound, 
would amount to $8,780,000,000. 
Actually, transport planes can fly 
no more than 75 per cent of the 
time, with time out for loading, 
unloading, maintenance and_re- 
pairs. So, if the necessary one-third 
more planes were added to replace 
those not in the air, cost would rise 
to $11,700,000,000 for planes alone. 

Gasoline needed, the Navy re- 
port estimates, would come to at 
least 34,917,000 gallons daily. 
That’s 150 times the amount 
needed for the Berlin lift, even 
though the distance covered is only 
12 times as great. More important, 
it represents far more aviation gaso- 
line than is produced by all U.S. 
refineries at present, nearly three 
times as much as was produced at 
the peak of World War II. 

This is more fuel than is likely 
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(Using C124A cargo planes, with no allowance for time lost in repairs or by bad weather) 
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(Nearly three times as much as the daily U.S. output of aviation gasoline during pe 





to be available for all aircraft if war 
comes again, according to the Navy 
study. To manufacture that much aviation 
gasoline would require 2,791,368 bar- 
rels of crude oil per day, or more than 
half the total U.S. production of petro- 
leum. Then, to ship it to the New York 
air-lift base would take three new pipe 
lines the size of the present Big Inch line 
from Texas. 

Additional costs of the super lift, if 
set up in wartime, are outlined in the 
Navy study as these: 

At least 36 new airfields, costing about 
$10,000,000 each, are to be needed to 
provide enough fields at the New York, 
Newfoundland, and Ireland bases so that 
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plane take-offs and landings may be kept 
at least three minutes apart. 

More air-lift capacity must be added, 
in practice, to supply the several hundred 
thousand workers engaged in an opera- 
tion of this size. Based on experience of 
the Berlin lift, thousands of tons of sup- 
plies would have to be flown weekly to 
workers at each base along the way just 
to keep the operation going. 

Under combat conditions, such a war- 
time air lift might require at least 5 per 
cent more fuel for evasive action in the 
air. That means 1,745,850 more gallons 
of gasoline daily, or seven times the fuel 
used by the Berlin air lift. 

Use of jet planes, suggested as a means 


of providing faster, safer transport of 
war supplies under combat conditions, 
could again skyrocket costs. The Navy 
study estimates that cost of planes them- 
selves would double, to $23,400,000,000, 
while the amount of fuel consumed would 
be 10 times the amount required by the 
C-124A planes. Reason is each jet plane 
uses about four times as much gasoline 
per mile, so that more planes would be 
needed to transport fuel alone. There is 
not this much petroleum fuel produced 
in the Western Hemisphere. 
Conclusions of the Navy air study 
are that a self-sustaining wartime air lift 
from U. S. to Europe is possible in theory, 
but that cost in fuel and planes is to be 
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Super ‘Air Lift’ 


from N.Y. to Wiesbaden, Germany 
3,864 miles 


Planes needed 
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What It All 
Adds Up To... 


While the distance from 
N.Y. to Wiesbaden is only 
12 times as great as from 
Wiesbaden to Berlin... 


The number of planes 
would be 140 times as 
large 


And the gasoline required 
would be 150 times as 
much 





Source: U.S. Navy Study _ 
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either: (1) development of a more com- 
pact aircraft fuel such as atomic energy, 
or (2) use of surface ships, convoyed 
across the Atlantic, to supply gasoline 
and oil to air bases that have been 
established along the route. 

Of course, if it becomes feasible to 
win a war by delivery of a few atom 
bombs or other such weapons of mass 
destruction, need for a continuous flow 
of war cargo abroad is eliminated. 

Otherwise, limitations to the use of 
aircraft in modern war are shown to be 
still apparent. Until atomic energy can be 
developed for efficient and widespread 
use as fuel for aircraft, either fuel or war 
supplies must move by sea. Sea lanes 
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must still be protected against the grow- 
ing submarine menace. Air power, even 
as a primary striking force, a long-range 
carrier of bombs and combat troops, still 
must depend on Navy convoys and 
Army-held bases to operate on a large 
scale outside this country. 

It is this lesson that Mr. 
uncover as he weighs the enthusiasm of 
Congress for an all-powerful Air Force 
against the hard realities of military plan- 
ning. His decision on how far air power 
may be expanded at the expense of land 
and sea forces will determine how much 
Congress’s bet on the airplane will be 
hedged with overseas bases and convoy 
ships. 


Johnson is to 
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State Medicine: Patient’s-Eye View 


Most Britons like free doctor- 
ing, after first experiences. Near- 
ly everyone is having his teeth 
fixed, getting new glasses, free 
aspirin, public treatment for old 
complaints. 

Personal experience has sent 
some patients back to private 
doctors. But majority choose 
treatment at Government ex- 
pense, despite delays, crowded 
clinics, assembly-line atmosphere 
for patients. 


Here is the story of what it really is 
like to get cared for under a system of 
socialized medicine. It is a story based 
upon actual experiences of those who 
have tried out free medical care, in- 
cluding a correspondent for U. S. News 
& World Report. 

The story of British experience is im- 
portant because it will influence the sys- 
tem of medical care that finally is evolved 
in the United States. The British Govern- 
ment is taking over the job of keeping the 
people healthy from birth to old age. All 
Britons who want it can get medical, 
surgical, dental and hospital care, pass- 
ing on the cost to the taxpayer. 

A clerk, for example, explained all 
there is to it from the patient’s point of 
view. “I went to my doctor with a cold 
and asked him to take me on as a public 
patient. He gave me a brown card. It has 
my name on it and his name and a num- 
ber. That’s it. The card pays all my doc- 
tors bills, my dentist bills and buys all 
my medicine, my aspirin, even my eye- 
glasses.” 

An American tourist, spending a few 
days in a small London hotel, woke up 
with the “flu.” “I called the desk clerk 
and told him I was sick. He got a doctor’s 
name from the lists they keep in police 
stations. The doctor got to me within an 
hour, ordered me to a hospital and kept 
me there for two weeks. I paid nothing 
—it was all on the British Government.” 

A couple on vacation in London sublet 
an apartment for a month. “My wife 
developed a bad cold,” said the vacation- 
ing husband. “A neighbor suggested a 
doctor who took public patients. The 
doctor, when we reached him by tele- 
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phone, asked whether my wife had a high 
fever or suffered pain. When I said she 
did not, the doctor explained that he had 
a full list of public patients—4,000 is the 
limit for any doctor—and suggested we 
try some other physician. We had to call 
three doctors before we found one will- 
ing to take us. That took more than an 
hour. The doctor we finally located wrote 
prescriptions for free medicine and the 
cold was cleared up without cost to us.” 

A young accountant went to his doc- 
tor with a sore thigh. “What happened 
was partly my fault. He was overworked; 
I was in a hurry. To save us both time I 
cut short his diagnosis and insisted on a 
poultice for a strained muscle. In three 
days I was flat on my back at home. We 
called the same doctor and he found I 
had a deep abscess requiring surgery. An 
ambulance arrived in an hour, but I 
waited another hour before the operating 
room was free. Then the hospital was so 
crowded they had to get me home six 


-hours after the operation to make room 


for other patients. 

“There was more trouble when I got 
home. The specialist at the hospital said 
I needed five injections of penicillin in 
the next week. My mother got the peni- 
cillin free on his prescription, but the 
local doctor, the one I’m assigned to, the 
same who gave me the poultice, came 
only twice to give me the injections. The 
flesh around the abscess isn’t back to nor- 
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FILLING THE PRESCRIPTION 
... rest cures can be ordered, too 


mal and I lack the energy for work. The 
local doctor was noncommittal, so I went 
to the clinic of the hospital where I was 
treated. They didn’t directly criticize the 
doctor, but they treated me and said they 
may get me into a convalescent hospital 
at the seashore for a two-week stay as a 
public patient. I’m hopeful, but waiting.” 

A U.S. News & World Report cor- 
respondent, well aware of the shortage of 
doctors and hospital space, went to a 
clinic to ask about the facilities for an 
emergency appendectomy for a visitor to 
London. About 35 others, most of them 
women, were waiting, talking about their 
ailments. Many had come to the hospital 
because their registered public doctor 
was out of town or ill. A man with h's 
head bandaged came in and was moveil 
to the head of the line. It took an hour 
and a half to reach the hospital doctor. 
He explained that anyone with an ab- 
dominal pain could get prompt treatment 
at home or, if he could come to the clinic, 
would be moved to the head of the line 
like the man whose head was bandaged. 

Having babies under socialized 
medicine is an experience that parents 
are inclined to judge on the basis of in- 
come levels. 

A working couple, with a combined 
income of about $275 ‘a month, had ther 
first baby under socialized medicine. The 
mother, who is 26, tells the story: 

“I registered with a general practi- 
tioner who gave me a letter to a staff 
obstetrician at a maternity hospital. | 
waited most of the morning to see the 
obstetrician, who said the baby would be 
due in about seven and a half months. | 
called at the hospital once a month for 
the next six months, waiting about an 
hour each time. Usually I saw a student 
obstetrician, but on the last monthly visit 
the staff obstetrician received me and told 
me to come once a week. ; 

“I was very lucky, really. Both the 
doctor and the obstetrician could have 
insisted that I have the baby at home 
with a midwife, but they didn’t. I went 
to prenatal clinics where some women 
were going to have babies at home, but 
most were going to the hospital. That 
meant they would have the help of an 
anesthetist. 

“It took my mother about half an 
hour to locate the obstetrician by tele- 
phone the day I decided I should go to 
the hospital, but then he sent an ambu- 
lance for me. I was attended by the ob- 
stetrician while I was in the hospital and 
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PUBLIC MEDICINE IN ACTION: IT TAKES TIME BUT IT SAVES MONEY 


my baby daughter was born within about 
24 hours after admission. Afterward I 
had a bed in a ward with 11 other 
mothers. The doctors checked us each 
day and the obstetrician offered to visit 
me at home, but it wasn’t necessary. 

“My husband says that all the medical 
care and attention I got, in addition to 
medicine, food and other things, saved 
about one month’s salary for both of us.” 

The wife of an advertising executive 
earning $10,000 a year started out to 
have her baby as a public patient. She 
was in her middle thirties. She found the 
experience trying. 

“I was sent to the maternity depart- 
ment of one of the largest London hos- 
pitals where I was grouped with 24 other 
expectant mothers. Each time we called 
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LONDON HEALTH CENTER 
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OPERATING THEATER 


. .. the little brown card pays for everything 


for our regular examinations we were 
examined by different doctors. All were 
presumably qualified, but we were ex- 
amined together and it was too much 
like a public parade. I worried too much 
about the ward atmosphere. My husband 
and I decided that, since I was rather 
old to have a first child, we should get 
private treatment instead, although the 
cost was about $325.” 

A worker, earning $40 a week, ex- 
plained that, while he had health insur- 
ance where he was employed, there was 
no provision for his wife and child until 
the National Health Plan began. “My 
boy was born with imperfect ears. We 
were hard up, but we scraped together 
about $50 for an examination by a plas- 
tic surgeon with a big reputation. The 


surgeon agreed to give his time free if I 
could get the boy into a hospital. We 
found a hospital where they agreed to 
spread payments over a year’s time, but 
even that cost me $10 a week. He had 
been in the hospital a little while when 
the National Health scheme came in. 
Now he can get all the care he needs and 
I no longer have that $10 a week to pay.” 

A tax accountant making about $8,000 
a year does not know what to do about 
his two daughters. “Our public doctor 
says they should have their tonsils out, 
but, at the hospital, they can’t give us 
beds as public patients for four months. 
Furthermore, in the wards, nurses are 
scarce, the food isn’t as good as it is in 
our home and visits are very limited. The 
same hospital keeps about 15 per cent of 
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its beds for private patients. As private 
patients the girls can get beds in two 
weeks, They will have a room to them- 
selves, special food, plenty of nursing at- 
tention and unlimited visits. Still, all that 
would cost me about $275, which is 
enough to give the children a vacation in 
Switzerland this summer. We may go 
ahead as public patients.” 

Patients are making thorough tests 
of socialized medicine in Britain. 

A salesman says he saved “about 
$1,000” because his private doctor, de- 
ciding that his wife needed an operation 
for goiter, sent her as a public patient to 
a specialist. “He is a top man in his pro- 
fession, on a par with the specialist who 
attends King George. He offered to op- 
erate before Christmas, but my wife 


DENTAL CARE—AT GOVERNMENT EXPENSE 
Private patients sometimes get prompter treatment 


asked for a postponement until after the 
children’s holidays. My wife was in the 
hospital more than two weeks. Part of 
the time she was in a ward with six 
other women and part of the time she 
had a semiprivate room. The operation 
was successful; we couldn’t have afforded 
such a good surgeon on a private basis.” 

An executive, discussing his experi- 
ence with socialized medicine, says he 
has a throat condition which his doctor 
previously treated with sulfa drugs in the 
consulting room. “Now my doctor treats 
me as a public patient. To get the treat- 
ment free I have to make a trip to the 
physician, get his prescription, go to the 
druggist for the sulfa drug and then go 
back to the doctor for treatment with it. 
That takes time, but it saves $24. My 
partner says I'm penny-wise and pound- 
foolish for a man earning $12,000 a year 
whose time is valuable. 

“In the office we have some interesting 
cases too. For example, there’s one em- 


- 
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ploye whose work was slipping. He said 
his doctor advised psychiatric treatment, 
but he couldn’t afford the $15 for each 
treatment. Now, under socialized medi- 
cine, he’s getting the treatments free. I 
wouldn’t say his work has improved star- 
tlingly, but he’s not getting any worse. 

“There’s another man who has needed 
a hernia operation for quite some time, 
but he didn’t have the $400, so he waited 
until the health scheme began. He went 
through the usual channels of a practi- 
tioner and a specialist. They decided his 
was not an emergency case, so he was put 
down on the waiting list of a hospital last 
October and he’s still waiting now, six 
months later.” 

An American visitor to London was 
awakened by a toothache one night. “I 
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telephoned the police to find out how to 
get a dentist. They gave me the names 
of three dentists near my rooming house. 
The first one I called didn’t answer at 
all. The second one did. He explained 
that the dentists in that neighborhood 
had an agreement to take turns answer- 
ing night calls. Fortunately it. was his 
turn. I went to his home in a taxi and 
he gave me a painkilling injection so I 
could sleep. He took care of the ailing 
tooth in the morning, but he found I 
needed an expensive bridge and a por- 
celain cap for a tooth. To do it free, the 
dentist would have to make an estimate, 
have the estimate approved and space 
out the work over quite a few months. 
Like all public dentists he is very busy. I 
decided the work would have to wait 
until I got back to the U.S. It will cost 
a lot of money at home, but U. S. dentists 
do much better work.” 

A building superintendent says he 
“cashed in early on dental work” and got 


a new set of uppers and lowers in six 
months. A London housewife, however, 7 
said that she was told by a dentist that 
she needed a tooth pulled in a hurry, but 7 
that he couldn’t do it for weeks unless she _ 
wanted to pay him as a private patient, 
“You see, the Government pays him $2 7 
for each tooth pulled, but he wanted to 
collect $4.20 from me. I had him go 
ahead; I wanted the tooth out quickly, 
After that he offered to fill some teeth for 
me as a public patient. I told him what 
I thought of him because I knew he got 
$4 from the Government for each filling. 
I'm going to report him and get another 
dentist.” 

A London barber, who wears eye- | 
glasses himself, said that, in his opinion, 
his wife does not need glasses. “Anyhow } 
she decided she needed them. Our publie 
doctor gave her the green form for an 7 
examination by an optician who sells 
glasses. He decided she needed them too 
and he got his money from the Govern- 
ment. My wife uses her glasses for about 7 
half her reading. But the health scheme = 
does help a poor man get along with con-’ 
fidence that his family’s health will be 
watched.” 

Glass eyes also are supplied on the 
prescriptions of specialists. General prac- 
titioners, however, can prescribe such 
things as artificial limbs, crutches, hear- 
ing aids, wigs and trusses. They can even 
prescribe rest cures at public expense for 
their patients. 

A taxi starter who was enthusiastic 
about socialized medicine seemed reluc- 
tant to tel how it had helped him. When * 
promised anonymity; he explained: “T 
Rave an aunt who is insane. Our family | 
had to dig up $12 a week to keep her 
in a sanatorium. Now the sanatorium has | 
been taken over by the Government. All 
inmates are public patients. So I can 
spend my share of her upkeep on myself.” 

All these experiences, put together, 
give a patient’s view of socialized medi- 
cine that is likely to influence the political 
future of Great Britain. 

A politician’s view of socialized 
medicine varies with his party. 

Conservatives, now in the opposition 
and eager to win the elections of 1950, 
say they will attack inefficiency and red 
tape in the administration of socialized 
medicine. They will not ask that the 
National Health Plan be dropped. Such 
a proposal, they agree, would be “political 
suicide.” 

Labor Party politicians, on the other 
hand, now plan to make socialized medi- 
cine a major issue of the 1950 elections. 
“The people know what it’s like from per- 
sonal experience,” said a Labor member 
of Parliament. “In 1950 we will ask them 
to vote for us if they benefited by our 
social program and to vote against us if 
they did not. And we expect to win.” 
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org-Warner has been working 


eS 
hand in hand with ; 


Willys-Overland sinee 1919! 


For the special needs of Willys-Overland, Borg- 
Warner creates many essential operating parts. 


For three decades, it has been Borg-Warner’s privilege to make 
certain essential parts for the cars of Willys-Overland. And the 
unique new “‘Jeepster” ... featured as “the car made for people 
with a flair for the unusual”... is no exception. 

But Borg-Warner’s service to the automotive industry doesn’t 
end here. Today, 19 of the 20 makes of cars contain one or more 
basic working parts created by B-W. Prominent on this list of 
parts are transmissions, overdrive units, clutches, universal 
joints, propeller shafts, radiators, timing chains and sprockets. 

Now—as always—the Borg-Warner aim is “‘design it better— 
make it better”. This objective, combined with proved engineer- 
ing skills and large-scale facilities, will help bring even greater 
advances in your “car of tomorrow”. 


19 OF THE 20 MAKES OF CARS CONTAIN ONE OR MORE PARTS BY BORG-WARNER. These units form BORG-WARNER, Executive Offices, 310 

South Michigan Ave., Chicago: BORG & BECK * BORG-WARNER INTERNATIONAL * BORG WARNER SERVICE PARTS * CALUMET STEEL * DETROIT 

GEAR * DETROIT VAPOR STOVE * FRANKLIN STEEL *« INGERSOLL STEEL * INGERSOLL UTILITY UNIT * LONG MANUFACTURING * LONG MANU- 

FACTURING CO., LTD. * MARBON * MARVEL-SCHEBLER CARBURETER * MECHANICS UNIVERSAL JOINT * MORSE CHAIN * MORSE CHAIN, LTD. * 

NORGE * NORGE-HEAT * NORGE MACHINE PRODUCTS * PESCO PRODUCTS * ROCKFORD CLUTCH * SPRING DIVISION * SUPERIOR SHEET STEEL * 
WARNER AUTOMOTIVE PARTS * WARNER GBAR * WARNER GEAR CO., LTD. 








THE TELEPRINTER prints messages 
on tape a thousand miles away— 
as quickly as dispatched. B&O’s 
teleprinter center in Baltimore 
handles 22,000 messages daily. 


® Moving freight over 11,000 miles of B&O 
track requires the highest precision. This can be 
had only through a faultless network of com- 
munications: The system must, function so 
smoothly that trains a mile long can speed’ in 
safety and without delay; it must give accurate 
warnings of weather conditions; and it must 
be able to reach out to locate the position of any 
car along the line. 

B&O communications provide this precision. 





the yard forces. 





OVER THE HUMP in modern style. Through a 
microphone, connected to a public address system 
outside the tower, the operator conveys orders to 


play a vital part 
able freight service 






Only such communications could have made 
possible that new, higher standard of fast freight 
movement—B&O’s Sentinel Service, with Auto- 
matic Records. Bea 

Communications are the nerve system of a 
modern railroad; the more highly developed the 
system, the more efficient the railroad. And, 
though B&O is proud of its system, experi- 
mentation is continuous. Another example of 
our policy: Constantly: doing things—better! 

a 


BALTIMORE & OHIO RAILROAD 
Vhe Line of Senitnel Serwece 





SHIP-TO-SHORE radio has become 
standard operation with B&O. 
This two-way voice transmission 
speeds lighterage and floatage 
movements at B&O docks. 
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COMPROMISE, SOUTHERN STYLE 


Bloc in Congress Can Dictate to President 


Peace feelers are being offered 
to Congress by President Truman. 
Compromises are to be tried in- 
stead of crackdown. 

Result, if deals are made, can 
mean a mild civil-rights plan, a 
firm labor law, a general tone- 
down of the Truman program. 

Southern Democrats are in a 
position to set the terms. Admin- 
istration may have to take what 
they offer, or nothing. 


President Truman, beaten in a fron- 
tal assault on the Southern wing of his 
Democratic Party, is changing his tac- 
tics. The President is to try compromise 
where a demand for all or nothing got 
him into trouble. 

Mr. Truman’s fight with the Southern 
bloc is just another phase of a running 
battle that has gone on between the 
White House and Southern Democrats 
all through the New Deal years. The 
Southerners beat Franklin D. Roosevelt 
time after time. He tried to purge them 
and failed. And Mr. Truman is meeting 
the same obstacle. 

The President tried to drive through 
a change in Senate rules. Southerners 
filibustered and beat him. Then they 
tore apart his rent-control bill and pre- 
pared to administer other defeats to him. 
They hold a firm grip over Congress. As 
the President’s leaders see the situation, 
the President’s entire program must be 
shaped to fit whatever compromises the 
Southerners will accept. 

Social security, civil rights, labor and 
tax legislation, all of these are in the 
hands of the Southerners. They now 
are in possession of a balance of power 
that gives them control of Congress. 
By swinging over to vote with the Re- 
publican minority, which almost invari- 
ably will vote against the President on 
any domestic issue, they can turn the 
tide against the Administration at any 
time they want. 

The Southern differences with the 
Administration are broad. Southerners 
say that at the bottom lies the wish to 
have as little interference by the Federal 
Government with State and local affairs 
as possible. This is a fundamental dif- 
ference with Northern Democrats. It 
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SENATORS RUSSELL (GA.) AND BYRD (VA.) 
. «. the Southern bloc is bound tightly by history 


affects the Southern approach to much 
legislation. Southerners have fought 
steadily for this point of view ever since 
the first term of Mr. Roosevelt. 

Northern Republicans are swinging to 
this point of view, also. This fact pro- 


_vides a meeting ground for the South- 


erners and the Republicans. It was upon 
this point that the two groups joined to 
write local-option provisions into the 
rent-control measure. On other issues, 
Southern Democrats and Republicans are 
trying to return to the States some of the 





powers now being exercised by the Fed- 
eral Government. The States’ rights issue 
raised by Governor J. Strom Thurmond 
of South Carolina is fully alive in Con- 
gress. 

Southerners say this point of view 
helps to explain their position on many 
other issues. They do not like federal 
interference in the affairs of States on 
such things as poll-tax and lynching laws. 
They do not want the Federal Govern- 
ment tampering with wages, employ- 
ment practices, labor standards and seg- 


~—Acme 


SENATORS GEORGE (GA.) AND McKELLAR (TENN.) 
. « . turnover is small and seniority brings power 
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regation. They do not want federal reg- 
ulation of business. 

The Southern bloc is bound tightly 
by history, customs and economic inter- 
ests. The members come from the 11 
States that fought together in the Civil 
War. Their States hold a large share of 
the Negro population. They represent an 
economy largely rural and with wide 
areas of opposition to organized labor. 

The members represent almost a fourth 
of the States, 11 of 48. Men from these 
States make up almost a fourth of Con- 
gress, 22 of 96 Senators; 105 of 435 
House members. Only two of the 127 
from the 11 States are Republicans. 
These two come from mountain districts 
of Tennessee. A few come from city and 
industrial districts. Except for these, the 
interest is chiefly rural. The group is 
cohesive, and will vote together on the 
main issues that affect the region. 

It is a powerful group. Under a one- 
party system, the turnover of members 
is smaller than among those from most 
other parts of the country. And length of 
service fixes the position of members 
on congressional committees. The two 
Senators oldest in point of service are 
Kenneth McKellar, of Tennessee, and 
Walter F. George, of Georgia. Four of 
the five House members with most sen- 
iority are Southerners. 

This puts Southerners into key spots 
on many congressional committees. And 
it puts presidential requests for legisla- 
tion into their hands. In practice, presi- 
dential proposals are turned over to com- 
mittee chairmen to handle. The chairmen 
have the bills drawn up, steer the meas- 
ures through their committees and 
handle the bills on the floor of their re- 
spective houses. 

What this means is that Senator .Bur- 
net R. Maybank, of South Carolina, has 
charge of the President’s economic- 
control requests. Representative Robert 
L. Doughton, of North Carolina, and 
Senator George handle social-security and 
tax measures; Representative Harold D. 
Cooley, of North Carolina, farm legisla- 
tion; Senator McKellar, spending meas- 
ures; Representative Carl Vinson, of 
Georgia, bills affecting the armed serv- 
ices; Representative John Rankin, of 
Mississippi, veterans’ measures. 

In at least a dozen House and Senate 
committees, dealing with important parts 
of Mr. Truman’s program, there are 
enough Southern Democrats to team up 
with Republicans and change or kill any 
legislation that does not fit their ideas. 

No formal organization is needed to 
bring them together. The interests of their 
districts are alike, they think alike, and 
they vote alike. A coalition is as simple 
as that. Men who have worked in many 
of them say they have never seen one that 
was formally organized. They grow out 
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of co-operative work in committees and 
spread to the floors of the two houses. 

This situation can bring the Presi- 
dent’s program to a dead stop. That is 
why his leaders are urging compromise 
to save any part of it. 

Civil rights. Deep in the background, 
serious efforts are being made to agree 
upon a compromise on civil-rights meas- 
ures along lines worked out by Represen- 
tative Brooks Hays, of Arkansas. This 
plan would wipe out the poll tax by 
constitutional amendment; declare lynch- 
ing a crime, but give the States a chance 
to act for themselves; and create a board 
to encourage fair-employment practices. 

With this thorny subject out of the 
way, Southerners might be willing to 
talk better terms on other legislation. 
They want a plan that will lift the sub- 
ject out of Congress, where it stands as a 
continual threat. The Southerners stand 
almost as a unit on this question. 

Their votes indicate the manner in 
which the Southerners stand together. 
Like any other bloc, they divide on vari- 
ous issues, but come together on meas- 
ures in which they think the welfare of 
the whole region is at stake. 

They vote even more solidly on South- 
ern appropriations than on civil rights. 
Proposals to boost soil-conservation funds 
and to cut river-and-harbor and flood- 
control appropriations last session found 
every Southern Senator except one voting 
for more money. The sole standout was 
Senator Harry F. Byrd, of Virginia. 

On the recent filibuster vote in the 
Senate, in which the civil-rights program 
was at stake, two Southern Senators— 
Estes Kefauver,. of Tennessee, and Claude 
Pepper, of Florida—broke away from the 
group. They voted to end the filibuster. 

On other issues, the division grows 
deeper. A third of the Southern Senators 
want a milder labor law than the Taft- 
Hartley Act. Most of them want federal 
aid for education. Half of them would 
support excess-profits taxes, and half of 
them favor public housing. 

Leadership in the group varies with 
issues. There are no formal leaders. Sena- 
tor Richard B. Russell, of Georgia, skill- 
ful, well liked, led the filibuster battle. He 
stands in the middle ground between ex- 
tremists of both sides and voted for the 
Administration more often than against it. 

In the House, the real Southern lead- 
er is Speaker Sam Rayburn, of Texas. 
He tries to trim the Administration course 
to fit the Southern view, knows how far 
Southerners will yield and when oppo- 
sition is too great to overcome. Southern 
Democrats regard him as their friend; 
Northern Democrats know they cannot 
get anything through without his help. 

Mr. Rayburn is one of the men upon 
whom the President is counting to work 
out the new compromise. 
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Their votes can turn the tide 
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What the West Must Do Next 


Reported from SAN FRANCISCO 


Leveling-off process is under 
way on the West Coast. Frenzy of 
war-boom days is over. Pacific 
area is taking stock now. 

With population ‘way up, jobs 
are getting scarcer. New industry 
is slowing a bit. Farming, too, is 
less profitable. 

Permanent gains have been 
made. But West Coast's “new 
look’’ means new problems. 
Water supply is key to future. 


A slowing is noticeable in the great 
war and postwar expansion on the 
Pacific Coast. Industry’s growth is at a 
less feverish pace. The flow of popu- 
lation westward appears definitely to 
be diminished 

The signs suggest that the West Coast 
is getting a chance to catch its breath 
and settle down a bit. Yet there is noth- 
ing to indicate that a rate of growth 
much faster than in other areas will not 
continue, or even accelerate over the 
long run, in years ahead. 

This is true even though the West, like 
other areas, is discovering that business 
trends are not always upward. Unem- 
ployment is spreading. The film indus- 


try remains depressed. Fruit 
can’t sell all they can produce. Trade 
with the Orient is disappointing. Real 
estate sales are lagging. Eastern com- 
petitors are moving back into local mar- 
kets. Some new industries that migrated 
to the Coast have left for places with 
cheaper labor, better water or lower 
freight charges. 

It adds up toa sort of lull. But the lull 
is regarded as temporary, a pause before 
another cycle of growth is started. In 
many places the change is welcomed. It 
gives a chance to take stock, to separate 
gains from losses and to examine pros- 
pects for the future. 

Gains that are counted, in 11 Pacific 
and Mountain States, show the vast dif- 
ference between the new West and the 
old. 

In people, these 11 Western States 
have registered a bigger gain than any 
other U.S. region, As the chart on page 
31 .shows, population jumped from 
13,900,000 in 1940 to 18,650,000 in 
1948. A 22,000,000 total may appear by 
1955. California, Washington and Ore- 
gon suddenly have become a bigger mar- 
ket, in terms of people, than all of Canada. 

But. more than one third of the people 


growers 


_in the Western States are crowded into 


two metropolitan districts—Los Angeles 
and San Francisco. There still are vast 
areas throughout the West where there 
are few people or none. The current 


problems of caring for the new people 
who arrived with the boom are being 
complicated by the pin-point crowding 
that has occurred. 

California is forced to consider the first 
billion-dollar budget in the State’s his- 
tory, largely because the need for new 
city facilities cannot be avoided any lon- 
ger. The State needs $325,000,000 worth 
of new schools as fast as they can be con- 
structed, New mental-care institutions 
are needed at the rate of one each 18 
months, Several hundred youthful law- 
breakers are in San Quentin prison be- 
cause the State lacks enough reforma- 
tory space. 

Other States face the same kinds of 
trouble on a smaller scale. Oregon needs 
$120,000,000 worth of emergency school 
facilities. Washington educators want 
$500,000,000 worth of new schools in 
the next 10 years. 

All the new improvements and addi- 
tions, as they are made, will change 
Western cities, make them more like the 
crowded centers of the East. Taxes will 
rise. California already has a 2% per cent 
sales tax and more than 100 other Cali- 
fornia cities have local sales levies on top 
of that. Increased pensions just voted for 
aged persons will, if not changed, add 
more than $100,000,000 to State costs 
in the first year of the higher payments. 
Officials fear, too, that the generous new 
pensions may attract hordes of older 
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YOUNG WESTERN GIANTS—STEEL AND CEMENT 
On the coast: many new people, many new industries—and growing pains 
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people from other States. Only young 
and vigorous workers are really wanted. 

New industry is another guide to the 
transformation of the West. Manufactur- 
ing plants gradually are removing the 
old dependence on the East. A few ex- 
amples of gains already made and those 
in prospect: 

Los Angeles is second to Detroit in 
number of cars and trucks assembled. A 
total of 159,000 units was turned out 
there in 1940, about 700,000 in 1948, 
and 1,000,000 units are predicted for 
1955. 

The West makes 40 per cent of its 
machine tools and mining and construc- 
tion equipment. Its factories turn out one 
sixth of the area’s farm implements. Pro- 
duction is increasing. 

Steelmaking capacity has been doubled. 
Electric-power generating capacity rose 
from 6,470,000 kilowatt-hours in 1940 to 
9,545,000 in 1948, and it will reach 
17,000,000 by 1954. 

All told, more than 3,000 new plants 
were built in the West during the war 
and postwar boom-—shipyards, aircraft 
factories, atomic-energy installations, alu- 
minum, magnesium and chemical works, 
fabricating plants of all kinds. Cement 
production is expected to be double that 
of 1940 within the next few years. 

Manufacturing employment more than 
doubled between 1940 and 1947 in Cali- 
fornia. Washington and Oregon factories 
employ one-third more workers than they 
did in 1940. 

Western-made products are sold on a 
nation-wide basis. A list of nationally 
sold goods would include such diverse 
products as material-handling machinery, 
oil-well equipment, auto and truck trail- 
ers, lumber, plywood, fresh and _pre- 
served foodstuffs, refractory brick, gas 
furnaces, linoleum, paper products, out- 
board motors and flatirons. Westerners 
are hoping they can move still farther 
into the national market. But they are 
hampered by high operating costs at 
home and freight rates that work out to 
the Western shippers’ disadvantage. 

It costs $1.60, for example, to ship a 
case of fruits or vegetables from the 
Northwest to New York. Wisconsin ship- 
pers pay only 79 cents per case to reach 
that major market. 

Foreign wines can be landed in East- 
ern ports for less cost than California 
wines. That partly explains why there is 
a slump in the consumption of California 
wines. 

From the East, a Sparrows Point, Md., 
steel plant can land steel products in 
Northwest Pacific ports for the same 
prices that the nearest Western com- 
petitor charges, even though the Western 
plant is located at San Francisco. The 
major West Coast steel producer just 
cut prices, up to $39 a ton in some cases. 
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That is a tip-off that the fight for the 
Western steel market is beginning. 

The freight-rate disadvantage is so 
great that some Western concerns are 
opening Eastern plants so they can con- 
tinue to compete for national markets. 
That means a loss of potential industry, 
from the standpoint of the West. Canners 
have bought Eastern canneries, and a 
linoleum manufacturer opened a plant in 
New Jersey because of the freight prob- 
lem. 

As competition increases, freight-cost 
differentials will make it harder for West- 
ern manufacturers to meet price cuts by 
competitors in other regions. Recent 
freight-rate increases have widened the 
gap between West and East freight costs, 
to the West’s disadvantage. 

Growth of capital, the funds to fi- 
nance expansion in the future, is a sig- 
nificant milestone in Western develop- 
ment. Bank assets totaled $7,087,000,000 
in 1940. By 1948, the total was up to 
$21,091,000,000. A modest increase, to 
$23,000,000,000, by 1955 is considered 
a conservative estimate. 

With more funds of .their own to 
spend, Western investors talk less about 
the “colonial” status of their region. 
Bankers feel they have adequate re- 


sources of their own now to finance any 
sound new projects. Nationally known 
companies are beginning to locate their 
head offices in the area. Insurance com- 
panies are investing in Western enter- 
prises the money they get from Western 
insurance business. These trends increase 
general confidence about the future. 
Total income is expected to drop dur- 
ing the next few years, then resume 
its upward trend. Income was at the 
$8,500,000,000 level in 1940. The 
total was more than $27,135,000,000 in 
1947. 

That is a picture of progress the West 
has made in less than a decade. 

For the future, the West is pinning 
its hopes on certain great resources. But 
not all the outlook is rosy. 

Favorable factors include an expanding 
labor supply, cheap power, the promise 
of vast new mineral resources. 

Cheap power explains the West's 
great attraction for metal and chemical 
industries. Only one fifth of the Colum- 
bia River Basin’s power capacity has been 
tapped so far, though more than 200 
hydroelectric plants already are drawing 
on the rivers there. By 1960, power out- 
put probably will be three times present 
output. Power generated by the Colo- 
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$23,000,000,000 





J 








rado River plants will be doubled in the 
same period and so will power produc- 
tion in the Central Valley area of Cali- 
fornia. 

Power rates at the big public power 
projects run about 2.5 mills per kilowatt- 
hour in the Pacific Northwest. Power 
rates along the East Coast usually are 
much higher. .The West, in fact, has 
oversold its power attractions for the 
time being. It is claimed that hundreds 
of companies seeking to locate in Wash- 
ington and Oregon have been told to 
come back later, when more power is 
available. Power is expected to be in- 
sufficient there for several years, at least. 
Northern California is meeting its power 
needs more promptly. 

Mineral resources will be a big draw- 
ing card for industry and capital. Oil- 
shale deposits in Colorado, Utah and 
Wyoming offer, prospectively, more oil 
than all U.S. natural-oil deposits put 
together. The largest phosphate-rock de- 
posits in the U.S. are located in the 
West. A great new fertilizer industry is 
expected to exploit that resource. An in- 
fant steel industry at Geneva, Utah, and 
in California, is growing up on the West’s 
coal and iron deposits. 

But the: West lacks one resource— 
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water. And water is the key to further 


development in more and more places. 

Water scarcity is partly due to the 
hasty, unexpected growth of recent years. 
Southern California, Arizona and New 
Mexico suffer most from lack of water, 
but it is a problem even in San Fran- 
cisco, for example. Some parts of all the 
Western States are parched most of the 
year. That explains why only 16 per cent 
of all Western land is cropland. 

Farmers in Southern California for 40 
years have been taking out ground water 
for irrigation faster than nature puts it 
back. In some areas, wells go more than 
half a mile deep and dry wells are be- 
coming common. Ground-water levels 
have dropped 100 feet or more in spots. 
Around Los Angeles, the fresh-water 
table often falls below sea level, so that 
salt. water seeps into wells. Pumping 
costs are becoming prohibitive. 

During last summer’s drought, about 
300,000 acres of land that had been irri- 
gated had to be abandoned for lack of 
water. In Arizona, an estimated one third 
of the arable land may be returned to 
desert soon if new sources of water are 
not discovered. 

Yet irrigation farming is the founda- 
tion for much of the West’s prosperity. 


© 1949, By U.S. News Pub. Corp. 


Farming operations have been broaden- 
ing out, tying in with industrial develop- 
ment, too, Cotton, for example, is becom- 
ing a big crop. Western growers pro- 
duced 868,000 bales of cotton in 1940. 
By 1955, the crop may be up to the 
2,000,000-bale level. California’s first tex- 
tile plant is going up this year, attracted 
by the home-grown cotton, 

Unless more water is found, farming 
operations will have to be curtailed rather 
than expanded. Many industrial con- 
cerns have vetoed a move to the West 
after they found that water costs would 
be prohibitive, or that no sure supply 
could be found. Western Senators are 
demanding federal research on ways to 
purify sea water. At the same time, the 
Federal Government is pouring several 
billions of dollars into irrigation projects. 
The vast river developments are aimed 
at getting every benefit possible from all 
the water the West can find. 

In months ahead, to sum up the 
prospects, most observers of trends in 
the West anticipate a little recession 
in the great boom. By 1951, however, 
they expect another upward spurt in 
population and new industry. It could 
happen even sooner, in this expand- 
ing region. 
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“GIDDAP!” And 


| brother, did horsepower go! 


102 Years’ 
A-C Experience 
Guides Buyers of 
‘Basic 


Machinery 


POWER — In the past 40 years, Allis- 
Chalmers has built 150 hydraulic 
turbines for Wisconsin power plants 
alone—and for a famous Wisconsin 
steam plant is now building the 4th 
and Sth 80,000 KW steam turbines. 


FOOD—World’s newest, most 


modern flour mill is equipped ex- . 


clusively with Allis-Chalmers roller 
mills and purifiers—eight batteries 
of rolls and eight purifiers of 
latest design. 


MINING —25 years’ ser- 
vice crushing Arizona’s 
hardest copper ore in- 
fluenced purchase of 
2nd 54" A-C gyratory 
crusher—typifies rugged 
quality of A-C crushing 
and mining equipment. 


PRODUCTION MEN in every basic in- 
dustry choose A-C equipment for sound 
engineering, modern design, peak ca- 
pacity, long-lasting service! 
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we. electric horsepower came, it drove old 
Dobbin clean out of the picture . . . ushered 
ina new age of Good Living— 

Today’s streets have the new look— 

Buildings are 10O—20—30 or more stories high. 
Transportation is streamlined—on the surface, 
underground or in the air. 

Billions of electric lights click on and off. 


Millions of machines turn out canned goods, cars, 
textiles, radios—better and better each year. 


There’s no stopping Science and Industry now... 
no limit to the good things to come! 

Perhaps no company in the world is more versatile 
than Allis-Chalmers in applying electric horse- 
power to the needs of industry. This company’s 
machine-building experience reaches into almost 
every phase of power generation, transmission, 
control and usage... and into every branch of 
industry. 


ALLIS-CHALMERS MANUFACTURING COMPANY 
1388 South 70th Street, Milwaukee 1, Wisconsin 


LLIS-CHALMERS 


One of the Big 3 in Electric Power Equipment — 
Biggest of All in Range of Industrial Products 
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TOO MUCH OIL: AMERICAS’ WORRY 


Reported from CARACAS, MEXICO CITY, BOGOTA and LIMA 


Oil is not the dollar bonanza 
Latin America hoped for. U. S. 
companies, with shortage over, 
are spending less down there. 

Venezuelan production al- 
ready is cut back. Search for oil 
is tapering off in Peru, Colombia. 
Mexico is hit, too. 

Slowdown of the oil rush can 
put a crimp in Latin-American 
finances, tend to dry up a big 
source of dollars. 


Oil producing countries of Latin 
America are beginning to worry over 
what the end of the petroleum short- 
age in the U.S. will do to their na- 
tional finances. 

The U.S., with a surplus on hand for 
the first time since the war, no longer is 
importing all the oil it can get, Production 
is cut back in both Venezuela and the 
U.S. Domestic producers want the U. S. 
Congress to limit petroleum imports. 
This situation, along with political un- 
certainties and dollar shortages that make 
it hard to get profits out of some Latin- 
American countries, is causing U.S. oil 
companies to slow down plans for new 
development in the nations to the south. 

Result is that Latin America is to get 
fewer dollars than had been expected 
from oil exports, and new investments in 
the area by U.S. oil companies this year 
may fall considerably below $200,000,- 
000. These are the findings of the Inter- 
American News Editor of U.S. News & 
World Report in a survey of Latin-Ameri- 
can countries where U.S. oil companies 
are operating. 

What is happening in Latin Amer- 
ica is this: 

Venezuela, world’s biggest exporter 
of oil, is beginning to feel the effects of 
the U.S. surplus. Venezuela’s output, 
which last year was around 1,430,000 
barrels a day, now is down to about 
1,240,000 barrels a day as the result 
of a cutback in heavy-crude production 
in the Lake Maracaibo area. As the re- 
sult of this cutback, labor rolls of oil 
companies are off about 1,500 from the 
normal total of 60,000 workers. 

Oil still is giving the Venezuelan Gov- 
ernment a large supply of dollars. The 
Government’s half of the oil profits, 
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taken through royalties and taxes, amount- 
ed to around $300,000,000 last year, Un- 
less a deeper cut in production is ordered, 
the Government will get about that much 
this year. But a sharp reduction in oil 
output would cut deeply into the Govern- 
ment’s revenue, forcing it to abandon 
many projects that it is financing now 
with oil dollars, 

New investments in Venezuela’s oil 
industry this year are to be made mostly 
in the light-crude areas, where the United 
States surplus is not yet making itself 
felt.. Oil companies probably will put 
about $150,000,000 in new money into 
Venezuela’s oil industry this year, a cut of 
over $30,000,000 from last year’s figure. 
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perrsie Oil Co. 
VENEZUELA‘S ‘LAKE OF OIL’ 
-.. dollars flow less freely 


Mexico, which exported more oil than 
any other country before the Govern- 
ment seized the industry, is becoming a 
net importer, Now the Government’s oil 
agency, Pemex, with an eye to dollars 
that might be earned through increased 
exports, is trying hard to get American 
companies to go in and drill, taking their 
pay in a share of the oil they find. At the 
same time, Pemex is angling for about 
$400,000,000 in loans from the Export- 
Import Bank or the International Bank 
to finance expansion of the industry. 


American companies so far have been 
slow to accept drilling contracts on 
Pemex’s terms, Three or four made deals, 
but others have been holding off. Now 
the surplus situation threatens to make 
U. S. firms even more cautious about en- 
tering into drilling contracts with Pemex. 

Colombia has been attracting about 
$35,000,000 a year in new investments 
by U.S. oil companies since the war. This 
year, however, the amount will be quite 
a little less than that. Oil companies are 
so hesitant about putting money into 
Colombia that the Government is plan- 
ning to build a refinery on its own. 

Peru is believed to have big deposits 
of oil that have not been tapped, but 
political uncertainties and the dol- 
lar shortage are making American 
companies go slowly with new 
investments. The one U.S. firm 
that has a large operation there 
probably will spend only about 
$10,000,000 in new money this 
year. It has been trying to get a 
firm concession enabling it to ex- 
plore untouched fields. Its interest 
in such a concession, however, 
may cool off if the surplus situa- 
tion in U.S. becomes worse. 

Ecuador's production is most- 
ly in the hands of British com- 
panies, and the exports go to 
other countries in South America. 
American and British-Dutch in- 
terests jointly hold a large con- 
cession east of the Andes. Explo- 
ration there is to continue, but it 
is to be on a small scale. 

Other countries in Latin Amer- 
ica either have no proved deposits 
of oil or will not let foreign inter- 
ests go in for exploitation pur- 
poses, Thus, Brazil, Argentina, 
Chile and Bolivia, which have 
oil deposits, are keeping foreign 
companies out. 

The outlook, thus, is that 
U. S. firms will invest about 25 per cent 
less in Latin-American oil developments 
this year than in 1948. If the surplus sit- 
uation in U.S. eases and if Congress 
erects no bars to imported oil, invest- 
ments in Latin America may be stepped 
up somewhat. Companies with invest- 
ments and concessions in Latin America 
would like to use them, but they will con- 
tinue to be cautious in spending new 
money until they are fairly sure of being 
able to sell what they produce and of 
being able to get out their profits. 
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FROM THE CAPITALS OF THE WORLD 


LONDON....BUENOS AIRES.... 








>> Ideas of Britain's Socialist leaders are getting a spring house cleaning. 
Old ideas on socialism and capitalism, on a program for Britain, are going 
out the window. These were ideas Laborites brought into power four years ago. 
New ideas, now guiding the thinking of the Labor Party, are a mixture of 
socialism, capitalism and some very practical politics. They mean a big shift 
since 1945. They also seem to Laborites a sure-fire way to stay in power. 








>> In the main, this is what this new line of thinking comes down to: 
Nationalizing industries probably causes Labor Party more trouble than it's 
worth. It doesn't win or lose many votes. So, less nationalizing in the future. 
Free enterprise, within limits, is to have a chance. But competition is to 
be stiffer. State, if needed, will provide competition to keep prices down. 
Planning is to be done nearer the ground level, by labor and management on 
the scene where possible. Planning by Government, at the top, doesn't work. 
Welfare state is to stay, and grow. It's what the people want--cheap food, 
cheap housing, cheap health, subsidized by state as necessary. These things mean 
more than nationalization to most voters, thus are the basis of Labor's strength. 














>> But this program, like the old one, assumes a couple of things about U.S. 

U.S. crash, for one thing, is ruled out as a near probability. 

U.S. dollar aid, on the other hand, is assumed to continue as at present. 

Collapse of either of these assumptions would force British Socialists to 
call new signals, new program. For, without U.S. aid, or with U.S. markets 
closed to British exports by depression, British imports would be cut to the 
bone, or deeper. Fresh dose of British austerity would then reverse present pop- 
ular trend toward relaxing controls, make welfare program look pretty expensive, 
leave Britain in a bad fix. Upshot could easily be to put Labor Party out of office. 
But that turn of events is not expected by the top Laborites. 











>> Reason England's Socialist politicians no longer see things as they did in 
1945 is quite simple. Reason is that the 1945 ideas just didn't work. Socialists 
don't quite say that in public, but they are now beginning to in private. 

First idea, an orthodox Socialist one, was to nationalize most key indus- 
tries, all monopolies, most of the means of production, and do it fast. 

Second idea was to distribute the increased output of these nationalized in- 
dustries along Socialist lines, sharing the new abundance according to need. 

Third idea was to isolate Britain from the world's troubles as much as pos- 
sible, give socialism a chance to make things over without interruption. 
These were the basic ideas. Detailed plans were to be made as needed. 












(over) 
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WORLDGRAM-- (Continued) 


>> Events, of course, have been rather rough on these Socialist theories. 

Isolation theory collapsed when the "cold war" began. So isolation is out. 

Abundance theory faded before scarcities. Austerity then took over. 

Nationalization theory collided with several hard facts. For instance: 

Production in nationalized industries didn't shoot up overnight, didn't 
seem to cut prices, didn't look to workers like much change, after all. 

Socialized ownership seems to have aroused less voter approval than was ex- 
pected. Even steel nationalization, now pending, leaves voters indifferent. 

Controlling nationalized industries, at the same time, is proving to be sur- 
prisingly difficult. And Socialists who qualify aS managers are scarce. 

Headaches, it is now seen, are involved in taking over some industries, such 
as shipping, which may be heading for a Slump. Why inherit that? 

All in all, from here on nationalization offers little net gain to Socialist 
politicians. Better way, it's thought, is to enforce competition on capitalis- 
tic industry, and make it plow profits back into business. In that way, as seme 
Socialists put it, you're not killing the goose that lays the golden eggs. 

















>> Things like housing and health, anyway, seem to interest voters more. 

Housing that rents for $5 per room per month makes quite a hit with British 
workers. So far, this subsidized housing has been completed for 1,000,000 fami- 
lies. And it's better housing, Socialists say, than U.S. workers get. 

Medical care paid for by the state, through taxes, likewise arouses more 
interest among British voters than nationalization does. It's true, socialized 
health is costing $1,039,000,000 a year, but that's another problem. 

Political question in England is how Conservatives will meet such issues as 
these. So far, Conservatives don't appear to have r-de up their minds. 

Trend of affairs, if Labor stays in power, is to emphasize welfare state. 











>> President Juan D. Peron of Argentina is having to revise his ideas, too, as 
Britain's Socialists are, but he isn't saying what his new ideas are. 
To his followers, Mr. Peron says things are in fine shape, never better. 
To his intimates, however, there are hints that things are not that good. 
To anybody living in Buenos Aires, it's clear that Argentina is in a good 
deal of an economic mess. Official moves, up to now, aren't helping much. 








>> Trouble seems to be that most of the world is out of step with Argentina. 
Prices, going down elsewhere, are still rising in Argentina. Living costs 
shot up 20 per cent in the first two months of 1949, by reliable estimates. 
Wage increases up to 60 per cent explain why some prices are soaring. 
Goods, no longer short elsewhere, are getting scarcer in the Argentine. 
That's true of such items as oil, newsprint, not, of course, of beef and grain. 
Trade, reasonably active in most of the world, is tied into knots in Argen- 
tina by red tape, by demands for high export prices, by trade disputes. 
Five-year plan of industrialization, as a result, is barely moving. 
Government expenditures, even so, are at a peak. Now money is running out. 
Stock-exchange crash has added to the excitement and the trouble. 
U.S. investors in Argentine utilities, moreover, see a new threat to their 
investment in Mr. Peron's new constitution, which permits nationalization. 
In all this, Mr. Peron's power to stay in office isn't seriously questioned. 
But his power to clean up Argentina's economic mess remains to be demonstrated. 
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Tom Connally, Whose First Congressional Vote Had to Be for War, 
Now Is to Steer Atlantic Treaty to Approval as Force for Peace 


> Tom Connally, the plain-spoken chair- 
man of the Senate Foreign Relations 
Committee, has been given two top as- 
signments in the campaign to make 
American foreign policy effective. 

It is Mr. Connally’s responsibility to 
obtain Senate approval of the North At- 
lantic Treaty. That requires a two-thirds 
vote. The Senator expects a lot of talking 
but little real trouble. A shrewd judge of 
Senate sentiment, he already can count 
more than enough approving votes. 

The second job is to be more difficult. 
Mr. Connally must ask the Senate to ap- 
prove arming the Treaty nations against 
any possible attack by Russia. There is 
disagreement as to how much of such 
help should be given. Factions already 
are forming and, says the Senator: 

“There will be a lot of kicking and 
snorting.” 

In the first of these efforts, at least, 
Senator Connally, 71, will receive valu- 
able help from another Senate veteran, 
Arthur H. Vandenberg, 65, Michigan Re- 
publican. The election of last autumn 
made Mr. Connally, rather than Mr. Van- 
denberg, chairman of the Committee. To- 
gether, however, they symbolize the bi- 
partisan policy of which the Treaty is a 
product. The U. S. knew nothing like this 
80 years ago when the League of Nations 
issue came into the Senate. 

Parallels? Then, the Senate was di- 
vided into embittered factions. One group 
wanted the League Covenant as President 
Wilson submitted it, a second opposed it 
under any circumstances, while a third 
was uncertain or favored reservations to 
protect American interests. 

Henry Cabot Lodge, Republican Sen- 
ator from Massachusetts and chairman of 
the Foreign Relations Committee, skill- 
fully played one group against another, 
and added reservation after reservation 
which many thought emasculated the 
Covenant. President Wilson, because of 
commitments made at Paris, insisted 
there be no major changes, and compro- 
mise was made difficult. 

In the end, the League Covenant, with 
reservations, was rejected, 49 votes for 
ratification to 35 against—7 votes short 
of the necessary two thirds. 

It is different today, but now, as then, 
personalities and personal relations enter 
strongly into the discussion ahead. Of 
particular importance are Senator Con- 
nally’s background, his parliamentary 
skills, his relationships with his colleagues, 
with the President and the State Depart- 
ment. 
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The Senator. Mr. Connally, in many 
ways, is an old-fashioned Senator. He 
looks the part. He is tall, bulky and sil- 
ver-haired. He wears loose-fitting dark 
suits, a boiled white shirt, gold studs and 
a black string tie, and a black slouch hat. 
He has a comfortable manner of courte- 
ous, cheerful friendliness. 

The Senator also is an old-fashioned 
orator, of the silver-tongue school. His 
remarks can be a whiplash or soothing 
syrup as the occasion and the intensity 
of his feelings may demand. He is a wary 





SENATOR TOM CONNALLY 


Previously he had gone to Baylor Uni- 
versity, and studied law at the University 
of Texas. He was elected to the Texas 
legislature, where he became a crony of 
John Nance Garner, later Speaker of the 
House and Vice President. It was Mr. 
Garner's influence that put him so quick- 
ly on the Foreign Affairs Committee. 

Except for a brief interim of Army 
service in World War I, Mr. Connally 
stayed in the House until 1928 and then 
was elected to the Senate in a campaign 
that sometimes had Texas editors won- 





—Harris & Ewing 


From a silver tongue—whiplashes or soothing syrup 


and witty debater. He is quite capable 
of such thrusts as: 

“Now, if the Senator would only ap- 
proach these matters with an open mind, 
instead of an open mouth. . .” 

Thirty years in Congress, in addition, 
have taught Mr. Connally how to compro- 
mise and to recognize when compromise 
is necessary. This may become important 
later in the question of how much 
military aid should be given to Europe. 

War and peace. The problems of 
war and peace have pursued Senator 
Connally throughout his congressional 
career. On his second day in Washington, 
in April, 1917, and already a member of 
the House Foreign Affairs Committee, he 
had to vote on whether the House should 
be advised to declare war on Germany 
or not. 

“Tm not very pious,” he says, “but I 
prayed about that.” 

His decision was for war. 


dering just how much of his blistering 
speeches they dared print. 

In the House and Senate, Mr. Connally 
was a party regular until the New Deal. 
He split with President Roosevelt on 
many issues of domestic policy, particu- 
larly the court-enlargement bill of 1937. 
And he always was and is ready to help 
the South filibuster against proposals that 
that section traditionally has disliked. 

A convinced internationalist, however, 
he backed the Roosevelt foreign policy 
to the full before and during the war and 
then ranged himself behind President 
Truman’s attitudes on world affairs. He 
became chairman of the Foreign Rela- 
tions Committee in 1941, and was spelled 
in that post by Mr. Vandenberg during 
the two years of the Republican-con- 
trolled 80th Congress. 

Mr. Connally and Mr. Vandenberg, 
old friends, both conservatives in domes- 
tic matters and in agreement on world 
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People of the Week 


YESTERDAY: 


FOREIGN POLICY MAKERS MARSHALL 
This time, more talk than trouble? 


x 3 
—Harris & Ewing, Acme photos 


AND LOVETT 


policy, work agreeably together and with | 
the State Department. Mr. Vandenberg | 
was on close personal terms with Gen, © 
George C. Marshall and Robert A. Lovett 7 
when they were Secretary and Under © 
Secretary of State. 4 

With Dean G. Acheson heading that 7 
Department, the relationship is more on © 
a basis of formal interchanges of infor- 
mation and viewpoint. Mr. Connally and 7 
Mr. Vandenberg have had many meet- 7 
ings with Mr. Acheson. The latter has 
appeared repeatedly before the Commit- 
tee. 

Several weeks ago, Senators raised 
the question whether the North Atlantic 7 
Treaty, then under negotiation, involved 
an automatic commitment to go to war 
if a signatory nation were attacked. Both 7 
Mr. Connally and Mr. Vandenberg re- 
plied. There was no automatic commit- 
ment, they said; the constitutional right 7 
of Congress to have the last word on any 
declaration of war would be maintained. 
Mr. Connally adds, however, that, if 
Russia should attack one of the Treaty 
nations, there is little doubt she would | 
find herself quickly at war with the 7 
United States—but through a constitu- 7 
tional declaration of war by Congress. 

Implementation. As for arming the 
Treaty countries, Senator Connally says § 
he expects such a course will prove un- ] 
popular throughout the country. He 
thinks a ruckus may be raised about arm- 
ing nations that already have been fed 
and clothed by the United States, and it 7 
may be good tactics to delay the second 
step for a while so that the people can 
see how the Treaty is working out. 

In the Senate, he faces a debate in- 
volving such touchy issues as how much 
the United States can afford to do with- 
out hurting its own economy, how the as- 
sistance is to be financed, whether it will 
make a tax raise necessary. Strong efforts 
to place sharp limitations on the assistance 
are inevitable. 

Senator Connally says there is no pro- 
posal to increase the size of the armed 
forces of any foreign country, but to 
make sure that those forces have the 
equipment they need. He thinks much 
can be done with surplus military sup- 
plies left over from the war. And in no 
case is there any intention of treading 
on the province of the Economic Co-op- 
eration Administration. 

Disclaimer. Although consulted fre- 
quently, the Senator modestly disclaims 
having had any prominent part in draft- 
ing the Treaty. His biggest contribution 
lies ahead in the field that he knows best, 
getting the pact ratified and into opera- 
tion. Senator Connally’s career began 
with a vote for war. Now he hopes to cap 
that career with a real contribution to 
lasting peace. 
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Before choosing any printing paper... 


ok at uclevity 


Look at Levelcoat... 
for brightness 


You'll see the kind of surface that 
brings out color printing in brilliant, 
flashing beauty . . . makes lines of 
type sharp, clear, distinct. For the 
“brightness” quality is skillfully 
blended-in throughout every step in 
the manufacture of Levelcoat paper 
... concluding with Kimberly-Clark’s 
special “‘lustre-coating” process. 


Look at Levelcoat... 
for smoothness 


Compare its swan-smooth surface 
with the paper you are now using. 
Test Levelcoat on your delicate print- 
ing jobs. Discover how this smoother 
texture can improve the quality of 
your printing. And remember that 
Levelcoat is precision-coated with 
the finest of “face-powder” clays 
to give such perfect performance. 
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ns practical Plan for Bult vodge  \t for printability 
Afr - and Fishing '\, Vitally important to performance on 
the Hunting ms im, the press is the quality of pick- 
of your Drea es ii resistance ...in which Levelcoat ex- 
r cels. Yet this is but one of many 
features which help prevent expen- 
sive stoppages. That’s why Levelcoat 
Illustrated here is a typical use of Levelcoat, not is such a favorite ace for trouble-free 
an actual booklet. performance means lower cost to ad- 
vertisers, better returns for printers. 
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Lev t printing papers are 
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PRINTING PAPERS Multifect*, and Rotofect*. 
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One of the many ways that 
industry makes multiple savings 





with Gulf Quality Oils and Greases: 





Top work roll drive —_, 


Boe ashy 
= 


Bottom work fi 
roll drive 


In hundreds of plants from Maine to New Mexico, 
the preferred lubricant for electric motors is Gulf 


Harmony Oil. This outstanding oil is ideal for this 
important equipment—provides safe, sure, effi- 
cient lubrication, does not form harmful sludge 
deposits, lasts indefinitely. In ring-oiled motor 


bearings and in circulating systems the rust pre- 
ventive properties of Gulf Harmony Oil insure 
against corrosion — keep bearings free of rust 


particles. 

Typical of the acceptance by industry of Gulf 
Harmony Oil for electric motor lubrication is its 
use in the circulating system of the 10,000-hp. 
twin-motor drive on a large slabbing mill in the 
Pittsburgh area—one of the largest direct current 
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This 10,000-h.p. twin-motor slabbing- 
mill drive, one of the world’s largest 
direct current reversing motor drives, is 
lubricated with Gulf Harmony Oil. 


provides better protection 





for electric motors, lasts indefinitely 


reversing motor drives in the world. This mill 
reduces hot ingots to slabs for steel plate produc- 
tion. The motors are specially designed for this 
rugged service—are super-powerful, capable of 
quick starts, stops, and fast reversals. 

Gulf Harmony Oil is one of more than 400 Gulf 
quality oils and greases that are helping plant 
operating men make multiple savings through 
improved production and lower costs. Make sure 
your plant is getting the advantage of all recent 
developments in petroleum science. Call in a Gulf 
Lubrication Engineer today. 


Gulf Oil Corporation - Gulf Refining Company 


Division Sales Offices: Boston » New York + Philadelphia - Pittsburgh 
Atlanta » New Orleans » Houston + Louisville + Toledo 





‘Helps make machines 
produce more -at lower cost 
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“Life Around the World 


With good wages and no sharp noises 
Swiss make 22,000,000 watches a year 


LE LOCLE, SWITZERLAND 
WATCHMAKERS OF SWITZERLAND 
Tenn turn out more than 150 watches 
every minute of a working day. About 
50,000 men and women are working in 
more than 2,500 establishments to pro- 
duce 22,000,000 watchworks a year— 
and one of every three they make 
is sold in the United States. 

This latter fact is causing some 
axiety among American watch 
manufacturers, particularly since 
one of the three biggest U.S. com- 
panies has had to close. There is talk of 
restricting Swiss sales in the United 
States because of unfair competition with 
American industry. 

Swiss watchmakers are not inclined to 
take such talk too seriously, even though 
they depend largely on the U. S. for their 
sales. They contend that inefficiency, not 
cheap competition from abroad, caused 
the difficulties of the watch company in 
America that has gone out of production. 
To support their point, they get out 
figures to show that two other big Ameri- 
can companies were subject to the same 
§wiss competition last year, and had very 
good years. 

The Swiss watchmakers seem to feel 
that the anti-Swiss campaign in America 
is a natural reaction in a competitive 
business. In all probability, they would 
react the same way if the situation were 
reversed. But they are confident their 
sales to America will not be restricted. 
After all, they say, Switzerland buys 

twice as much as she sells in 
trade with the U. S. They are 
convinced that, if America 
restricts Swiss sales, then 
Switzerland will restrict 
American sales. 

Because of the agitation in America 
about Swiss watches, I came up here from 
Italy to see just how the Swiss go about 
producing the watchworks they sell all 
over the world. I have never seen an in- 
dustry such as this. 

The Swiss consider watchmaking more 
of an art than a trade. It is a tradition 
with them—an occupation that is handed 
down by families from generation to 
generation. It is not unusual to find 
factories employing three generations of 
the same family. Right here in Le Locle, 
a small town in the mountains north of 
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Lake Geneva, there is one factory that 
employs 12 members of the same family: 
the father, three sons, two daughters, a 
daughter-in-law, a grandson, three grand- 
daughters and a great granddaughter. 

Work starts early—promptly at 6:30 
a.m. The craftsmen can work better in 

the morning when the light is good 
and the air is clear. This is true 
particularly in the summer when 
the heat is a hazard to the precision 
work, 

Not so long ago, things were 
quite free and easy in the watch factories. 
Workers joked with one another and 
some even brought a bottle of wine to 
the shop with them. There is none of that 
now. The Swiss watch industry has been 
producing for a boom market, and every- 
body is all business. 

You could have heard a pin drop in 
one typical factory I visited here. There 
was no conversation, nothing to distract 
the workers. The plant works on a quiet, 
efficient and unvarying routine. 

Promptly at 10:55 every morn- 
irig a bell rings. It has a soft, mel- 
low tone, chosen deliberately, since 
any harsh noise might startle a 
worker and cause him to ruin hours 
of painstaking labor. The quiet bell 
is a signal for the women to leave their 
benches and go home to prepare lunch 
for their families. The husbands follow 
45 minutes later. Work begins again after 
two hours and continues until 5:40 p.m. 

The plants work a 48-hour week, clos- 
ing at 11:10 a.m. on Saturdays. All 
workers have annual vacations of 12 
working days, plus four national holidays 
each year. 

During vacation time, watchmaking 
centers such as Le Locle are practically 
deserted. Every man, woman and child 
takes off at the same time. In nearby La 
Chaux-de-Fonds, a town of 33,000, more 
than 15 special trains are needed to take 
the watchmakers and their families out 
of town on the day vacation starts. Most 
of the families simply go up into the 
mountains and spend their holidays 
camping out. A few go to Swiss, Italian 
and French resorts. 

The Swiss—employers and workers— 
resent suggestions that their low-priced 
watches are a product of low-cost labor. 
Swiss watchmakers say that their workers 





are the highést-paid crafts- 
nen in Switzerland. An aver- 
age worker makes about $35 
a week, plus _ bonuses. 
Seventy per cent of the cost 
of a Swiss watch, sold in export, is direct- 
ly accounted for by wages and salaries. 

The whole industry is tightly organized 
on a nation-wide basis, All enterprises 
producing the four essential parts of a 
watch mechanism—ébauche, escapement, 
balance wheel and hairspring—are con- 
trolled by a holding company called the 
“Société Genéralé de Horlogerie Suisse,” 
better known as “Super Holding.” The 
company was formed before the war 
when many small watchmaking firms 
were selling their wares at any price they 
could. There is no such underselling now. 

Watch production is decreasing a little. 
In 1947 the Swiss turned out 24,000,000 
works. In 1948 ‘the output was down to 
22,000,000, and this year’s production 
will be even lower. The value of watches 
also is decreasing. But the Swiss are not 
alarmed by the drop. They consider the 
country’s normal production to be about 
17,000,000. The decline is regarded as a 
return to normal after the postwar boom. 

There are other things, however, that 
do cause some concern among leaders of 

the industry. They do not like to 

rely on any one market too much. 

The fact that the present export 

trade depends largely on sales to 

the U.S. is considered unhealthy. 

They would prefer to return to 
their traditional markets in Europe, but 
European customers do not have the 
money to buy now. 

Past experiences have taught the Swiss 
to be uneasy when markets concentrate 
too much in one area. For example, 
Sweden once agreed to buy about 
$2,500,000 worth of Swiss watches over 
a two-year period. The Swiss began turn- 
ing out the timepieces. Then Sweden 
suddenly cut watch imports in half. The 
Swiss were stuck with a large number of 
watches made particularly for the 
Swedish market. The Swedes are big 
people and the watches were made to go 
with their size. Now the Swiss cannot 
find anyone who will buy them. 

That incident, actually, had a small 
effect on the entire industry. But, with 
one third of all watches now going to 
the United States, the Swiss hate to 
think what would happen if 
some such occurrence would 
happen to them in_ their 
relations with the United 
States. J. W. M. 





“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.“’ 

GEORGE WASHINGTON 
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(These two pages present each week the opinion of The Editor. The 
other members of the staff, who report, interpret, and forecast natic 





TOWARD A NORMAL WORLD 


By DAVID LAWRENCE 


Everybody hopes that some day we will live in a 
normal world. 

Few of the people alive today really know what 
normality is like. 

The concept of peace, of course, is not difficult to 
imagine, but financial and economic stability in the 
world has not been experienced for twenty years. 

Even those persons old enough to remember have 
probably forgotten that there was a time when world 
trade could be carried on with currencies stabilized 
in terms of each nation’s price levels and when the 
common standard of the world was gold. 

Most people today have forgotten, too, that there 
was a time when a paper dollar could be converted 
into gold coin at any bank in the United States and 
when currencies abroad could be redeemed, for gold or 
silver in values that fluctuated hardly more than a 
fraction of a point. 

True enough a paper dollar is theoretically backed 
today by a substantial amount of gold locked up in 
Fort Knox. Presumably this is enough to create con- 
fidence that what we use for currency has a gold 
value. But this is not the main reason why currencies 
are made redeemable in gold. It is not just to instill 
confidence inside a country. It is to provide a com- 
mon denominator that all peoples everywhere can use 
as a means of exchange. 

Until the world is able to use one standard of ex- 
change again, whether it be in gold alone or in gold 
and silver related to one another in specific propor- 
tions, there can be no economic stability in the United 
States or elsewhere. 

A market for our surplus: America has the biggest 
production machine the world has ever known. That 
machine can produce more goods than the American 
people can consume, even allowing for an increase in 
population each year and increased demands for 
goods resulting therefrom. 

The problem of the ’20’s after World War I was 
the disposal of surpluses. The problem of the ’50’s 
also will be how to sell our surplus production. 

We have had our viewpoint befogged somewhat in 
the three and a half years since V-J Day by the tre- 


mendous amount of goods we have consumed inside 
America. After a four-year period of controls and a 
stoppage of the peacetime machine while war needs 
were manufactured out of our raw materials, we faced 
a huge demand. It was really an under-consumption 
from 1941 to 1945 that had to be filled from 1945 to 
1949. Some lines are only beginning to catch up now. 
There will not be a complete balance as between sup- 
ply and demand for another year or so. 

But the day is approaching when not only balance 
will have been achieved but when our production 
machine will be turning out surpluses or else will have 
to slow down or come to a stop. Unemployment 
would then rise higher than it was in the ’30’s when 


we really felt the impact of the economic readjust- § 


ment forced by World War I that ended in 1918. 


Recovery based on armament: The depression 
here, which began with a sharp break in our markets 
in 1929 following similar events in London, did not 
reach its maximum severity that, year but the slide- 
off continued. In 1931 Great Britain went off the gold 
standard and the United States declared a moratori- 
um on the payment of war debts to America. 

When the United States Government changed ad- 
ministrations in 1933, a period of managed currency 
began. It has continued ever since. World trade was 
by no means normal in the period from 1933 to 1939. 
Whatever economic recovery there was in Europe in 
the ’30’s developed out of a brisk trade in war ma- 
terials when Hitler started the armament race and 
solved his unemployment at home. 


In America the WPA and the leaf-raking projects § 


which pushed up our public debt from $17,000,000,000 
in 1929 to about $40,000,000,000 in 1939 did not pro- 
vide a stable economy for us. Armament production 
alone came to our rescue in 1940 and 1941, as it had 
done in Germany. 

It is not a normal world when peoples obtain em- 
ployment primarily by making weapons with which 
to kill one another. 

America has not solved the problem of a balanced 
economy with respect to the flow of goods either in- 
side or outside this country. 
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j international news irrespective of the editorial views expressed here.) 


“l wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 
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If we are to achieve the life of a normal world, we 
must begin to understand what a normal world really 
is like. 

For a long time to come we shall be living under 
the threat of war. But it is one thing to accept as in- 
evitable a life of that kind and it is quite another to 
concentrate on attaining some other design for living. 

The biggest single need of the world today is in- 
telligent and realistic diplomacy. 

America is spending $15,000,000,000 a year for 
armament. 

Russia, according to her official budget estimates, 
is spending in 1949 approximately the same sum. 

Because we do not know what is included in arma- 
ment and what is governmental expenditure for build- 
ing up industrial production for civilian needs, the 
Russian figures are meaningless except for the fact 
that Moscow did issue them and apparently wants 
the world, including America, to know that the arma- 
ment race isn’t going to be one-sided. 

An armament economy isn’t a sound economy. On 
the assumption that it is unavoidable, it is being 
maintained. But even with an armament economy, 
there is a surplus of goods in producing countries like 
the United States. 

Germany will soon be back in the ranks of produc- 
ing countries on a large scale. Whether the victors in 
the war like it or not, they must find a means of keep- 
ing the 80,000,000 persons in Central Europe gainfully 
employed or else the Germans and Austrians will fall 
victims to a Communist infiltration that will be blood- 
less and inexpensive for Russia but frightfully expen- 
sive for the Western powers when they contemplate 
the cost of counter-measures of protection. 

Soviets bank on instability: No matter from 
which angle the problem is approached, it is basically 
economic. The Russians have much to concern them- 
selves about in consolidating their position behind 
the “Iron Curtain.” Their desire for another world 
war cannot be a bit less enthusiastic than ours, but na- 
tionalistic governments must keep their peoples sold 
on the necessity for preparations to ward off attack. 
The Communists, however, have another string 

































Private enterprise must join with governments in rebuilding world trade for peace 
and normality—Stabilized economy is most powerful weapon against chaos for 
which Communists work—Need for one standard of exchange for all nations. 







to their bow. They are counting on economic chaos 
outside Soviet borders. They expect the Western 
world, with its high-priced labor-union collectivism, 
to experience more and more economic friction and 
maladjustment. They are hoping for an American 
depression, not because they would select that mo- 
ment as a time for attack but because they will then 
begin their active efforts to take over politically the 
nations of Europe at a time they think America is 
weak. The Soviets believe that ultimately they can 
win out in the world without war. They are betting 
on our abandonment of capitalism. 

Peace needs trade: Whether we strive to achieve 
economic stability as a means of preventing Russian 
expansionist tactics in Western Europe or whether 
we seek to reach an equilibrium because only in a 
normal world can we expect to sell our surpluses, the 
fact remains that the time for long-range planning 
for peacetime is at hand. 

Removal of artificial trade barriers, promotion of 
international exchange, stabilization of currencies and 
the resumption of international lending by private 
investors with some form of governmental guarantees 
—these are the topics on which we should be con- 
centrating now. The Marshall Plan aid should be re- 
garded not only as a means of restoring European 
countries to a point where they can sustain them- 
selves but as a plan for the building of a normal 
world of trade. 

Hence it is more than ever necessary that we 
should not make the mistake of thinking that gov- 
ernment-controlled export or import corporations are 
a permanent substitute for the channels of private 
business. America has been built on the free enter- 
prise system of competition and risk capitalism. We 
must not be misled by the argument that European 
countries have already become somewhat accustomed 
to some devices of socialism. The road away from 
state socialism should be the one that we as Ameri- 
cans encourage others to travel. Only by following the 
well travelled and safe road of risk capitalism can 
normal trade ever be resumed. 

This is the way to a normal world. 
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WAVE OF ‘QUICKIE’ STRIKES 


Slowdowns, Wildcat Walkouts Hit Production 


Slowdowns and wildcat strikes 
are cutting production and reduc- 
ing workers’ pay. Auto industry, 
up to now, is hit hardest, but 
other employers fear practice will 
spread. 

Behind the slowdowns are a 
desire to make jobs last longer, 
resistance to new work sched- 
ules, and left-wing cries that em- 
ployers are pushing speed-up 
programs. 


A wave of wildcat strikes and slow- 
downs is causing concern among em- 
ployers in various industries. Losses in 
production and wages already are 
high. There are indications that this 
may be the beginning of a trend. 

The auto industry has been the chief 
sufferer from these flare-ups, but some 
have occurred in other industries. Em- 
ployers in some cases report that workers 
are slowing down production. Strikers 
often contend that the company is speed- 
ing up production by requiring larger 
work quotas on particular jobs. 

Suspicion that some of the “quickies” 
are inspired by union officials has been 
voiced by some employers. They think it 
is more than a coincidence that the 
strikes occur usually in a bottleneck de- 
partment, where a few workers—often 20 
or 25—can halt the flow of parts to a 
production line. This results in layoffs 
for thousands of other workers not in- 
volved in the dispute. Union officials, 
however, deny that there is any plot 
and argue that they are actively trying 
to stop the wildcats. 

Whoever is responsible, these strikes 
seem to be on the increase, and may con- 
tinue to harass employers for some time. 

For the future, several factors point 
to continuation of the nuisance strikes. 

The buyers’ market is causing em- 
ployers to worry more about production 
costs than was necessary when goods 
were selling at almost any price. They 
are trying to increase the efficiency of 
their plants. 

Fear of layoffs, on the other hand, 
tends to make some workers try to 
spread the available work. If employes 
think a plant is going to shut down or 
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CHRYSLER‘S K. T. KELLER 


lay off patt of the force, they may try 
to slow up production to keep their jobs 
as long as possible. There has not been 
much of this in evidence, so far, but the 
fear of layoffs may increase as companies 
exhaust their backlogs of postwar orders. 

Penalties imposed by the companies 
increase in effectiveness in a period of 
unemployment, however, and may tend 
to offset the desire of employes to spread 
available work. If many workers in an 
industry are idle, those still on the job 
usually are anxious to avoid wildcat 
strikes and disputes that might lead to 
their discharge. This factor may provide 
the brake that stops the wildcat strikes 
in the months ahead, but chances are 
that there will be many more disputes 
before that time comes. 

Change-overs to new models also 
often cause disputes. When a company 
begins production of a new model, many 
changes in processes are necessary and 
there are new parts to be made. Super- 
visors fix a work quota for a crew of 
employes making these new parts. The 
workers sometimes complain that they 
are expected to produce too many, or 
that the crew has been reduced in size. 
Foremen may charge that the men are 
deliberately holding back production, are 
slowing down. Several recent “quickie” 
strikes at Chrysler Corp. auto plants were 
blamed on this question of the assigned 
work load. 
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. . . a slowdown or a speed-up? 


Bargaining pressure for a new con- 
tract sometimes is exerted by a union 
through “unofficial” slowdowns or de- 
partmental strikes. Or the rank and file 
may pull a strike of this kind without 
orders from those’ higher up in_ the 
union, on the theory that a display of 
toughness may help in negotiations. That 
is why there may be more of these 
“quickies” in months just ahead, as vari- 
ous unions get down to bargaining over 
a new wage agreement. The short depart- 
mental strikes are cheaper than a full- 
fledged walkout, from the union stand- 
point, but labor leaders deny that the 
current walkouts are inspired by con- 
tract negotiations. The CIO Auto Work- 
ers’ contract at Chrysler allows wage talks 
to begin after June 15. 

Union politics may be responsible for 
some of the trouble, and probably will 
foment additional strikes in the next few 
weeks. The CIO Auto Workers, for ex- 
ample, will elect officers in July. Left- 
wingers are trying to stir up rank-and- 
file opposition to the present officials by 
shouting that there is a speed-up in some 
plants. and that UAW officers are not do- 
ing enough about it. 

The cause of these strikes, therefore, 
is often difficult to prove. K. T. Keller, 
president of Chrysler Corp., for example, 
may not be able to learn whether his em- 
ployes are engaging in factional union 
politics, protesting against a work quota, 
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building up pressure for wage talks, or 
sowing down on the job. Company 
officials deny that there is any speed-up. 

Union officers, led by Norman Mat- 
thews, director for Chrysler locals, at the 
same time deny that there is any con- 
spiracy to slow down production or put 
pressure on the company for the contract 
negotiations, Mr. Matthews orders the 
men back on the job when strikes occur, 
while trying to settle the disputes over 
work quotas through the arbitration ma- 
chinery of the contract. 

A new labor law may tend to en- 
courage more wildcat strikes in the event 
Congress drops provisions of the Taft- 
Hartley Act that now restrict these walk- 
outs. The bill proposed by thé Adminis- 
tration would eliminate these clauses. If 
these provisions are dropped, rank-and- 
file workers may feel safer in striking, and 
union Officials may be less anxious to 
curb strikes. 

The Act now permits employers to sue 
unions for damages if strikes break out 
in violation of contract. Also, the law 
requires that unions file notice 60 days 
before any strike to end an agreement or 
amend it. Employes who join in such a 
walkout before the end of the 60 days 
can be fired. In addition, many contracts 
allow the discharge of workers, or tem- 
porary layoffs, for strikes. 

Some layoffs are being ordered for 
strike leaders in an effort to halt the 
wave of wildcats. The layoffs themselves 
at times inspire new walkouts when other 
union members quit as a protest. Em- 
ployers are not making use of the Taft- 
Hartley Act provisions in most cases. 
They prefer to work within the frame- 
work of their own union contracts to en- 
force discipline. The fact that the Act's 
restrictions are in the background, avail- 
able for use, may strengthen an em- 
ployer’s hand. 


HOW UNEMPLOYED 
ARE COUNTED 


Methods used by Government in esti- 
mating the number of unemployed are 
becoming more and more important as 
the job problem increases. Employers 
and workers need to know how the offi- 
cial yardstick operates, who is consid- 
ered to be “employed” and who is 
counted as “unemployed.” 

Reliability of the statistics may become 
more controversial if unemployment be- 
comes serious enough to bring legisla- 
tive action by Congress. 

Government agencies use different 
methods in measuring the number of un- 
employed. These methods are _ not 
necessarily contradictory, as they cover 
different phases of the problem. One 
agency counts the number of workers 
who are applying for unemployment 
compensation under State programs. 
Another estimates the total number of 
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jobless workers, including many who are 
not eligible for State benefits for one 
reason or another. 

The Census Bureau makes the of- 
ficial estimate of total unemployment. 
This is based on answers obtained by 
personal interviews each month in about 
25,000 households throughout the coun- 
try, selected as a representative cross sec- 
tion of the entire population. Since this 
Bureau's report on the labor force is 
usually quoted in discussions of the un- 
employment problem, it is desirable to 
see just what the figures include and 
what they exclude. 

Counted as unemployed are the 
following groups of persons: 

Those who did not work for one 
hour during the week covered by the 
survey are considered to be unemployed, 
provided they actually were looking for 
work. Those who worked one hour or 
more in the week are listed as employed. 

Temporarily ill workers also are 
counted as unemployed, if they say that 
they would have been out searching for 
work except for their illness. 

If indefinitely laid off by his em- 
ployer, a worker is listed as unemployed. 
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However, if he was told to return to work 
within 30 days, he counts as one of the 
employed. Also, he is employed if he has 
been promised a new job and told to 
report within the next 30 days. 

If no work is available in his field 
in a worker’s community, he is counted 
as unemployed even if he was not look- 
ing for a job. 

After counting up the number of un- 
employed among those interviewed, the 
Census Bureau calculates the total number 
of jobless in the labor force as a whole. 

Counted as employed are the fol- 
lowing groups: 

Those who work for an hour or more 
during the survey week. 

Those not at work but having jobs 
from which they were temporarily ab- 
sent. This group includes persons who 
were ill, on vacation, or idle because of 
strikes, those idle because of bad weath- 
er and those laid off with definite in- 
structions to come back in 30 days. Work- 
ers promised new jobs within 30 days 
also are counted as employed. 

A protest against the method used 
by the Bureau in computing unemploy- 
ment was filed recently by CIO’s United 
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APPLYING FOR A JOB 
Would a change in definitions add 1,500,000 to the unemployed? 
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Electrical Workers. The union’s presi- 
dent, Albert J. Fitzgerald, argued that 
some groups listed by the Census Bu- 
reau as employed should be included in 
the unemployed figure. This would have 
added, he estimated, 1,500,000 to the 
unemployment total for February. The 
official estimate was 3,200,000. How- 
ever, the national CIO’s research depart- 
ment issued a statement defending the 
Bureau’s methods. This took some of the 
edge off the protest, but there may be 
other disputes later on this question, if 
unemployment continues to grow. 


MINERS PREPARING 
FOR SUMMER STRIKE 


John L. Lewis again is going through 
the preliminary moves that may lead to a 
big coal strike in the summer. The United 
Mine Workers’ leader has warned his 
men to get ready for a crucial show- 
down with coal operators and Govern- 
ment when the contract expires June 30. 

What is in prospect, as a result of 
Mr. Lewis’s latest moves, is this: 

Injunction powers to stop national- 
emergency strikes, such as those in coal, 
are likely to be kept on the books by 
Congress, At a time when the Adminis- 
tration is trying to sell Congress on a 
new labor law without injunctions, Mr. 
Lewis has increased the opposition to 
changing this feature of the law. 

The miners are being advised by their 
president to start accumulating personal 
funds for a prolonged strike. They have 
just lost two weeks’ pay because of Mr. 
Lewis's protest stoppage, which failed to 
prevent confirmation of James Boyd as 
head of the federal Bureau of Mines. 
Until recently, miners in the soft-coal 
fields have been earning an average of 
$75 a week. Their last big strike ended 
in April 1948. But many miners com- 
plained that they had no money saved 
up when the recent stoppage began. 

The union war chest is large enough 
for a prolonged walkout. The UMW wel- 
fare fund would lose its royalty of 20 
cents a ton if a strike came, but its re- 
serves are big enough to carry it for 
several months. 


TEAMSTER CHECKUP 
MAY DELAY GOODS 


Employers in various industries may 
feel the effects of a nationwide checkup 
scheduled for April by the AFL Team- 
sters Union. Agents are to be stationed 
at key spots along the highways to check 
on whether truck drivers have paid their 
union dues and whether they are union 
members. 

Delays in shipments may result from 
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the checkup. The union has threatened 
to call strikes if necessary to force de- 
linquent members to pay dues. In some 
cases, Teamster contracts require that 
all employes of a firm pay dues regular- 
ly as a condition of employment. Drivers 
in such cases may be fired if they are 
discovered to be delinquent. 

Nonunion drivers will provide more 
of a problem for the union leaders. They 
will be asked to sign up, but officials 
deny that intimidation will be used. 
Threats of violence, or actual violence, 
might result in bringing of charges un- 
der the Hobbs Antiracketeering Act 
against those involved. 

The campaign is to be extended later 
to local freight haulers, dairies, moving 


TRUCKERS TIME OUT 


The union will count noses 


companies and taxicabs. Employers in 
other industries also may find that unions 
there are copying the Teamsters’ actions 
by placing dues picket lines in front of 
factory gates. 





> Stabilizing plan. AFL Ladies Gar- 
ment Workers’ Union is considering a 
demand: that dress manufacturers set 
aside cash reserves during good times to 
finance employment during slack pe- 
riods. Idea- is to put it into the union 
contract. 


> Company pensions. Philip Morris 
& Co., is putting into effect its own in- 
surance and pension plan for employes, 
at company expense. Benefits are scaled 
to the individual’s wages. Example: An 
employe who was 25 years old when 
he went on the pay roll and who had 


average wages of $3,000 a year would” 
receive $900 annual pension after reach. 
ing 65. 

> NLRB examiners. An attorney has | 
been hired by 14 trial examiners who 
conduct hearings and issue rulings fog” 
the National Labor Relations Board) 
They are trying to upset a Civil Servigg) 
Commission ruling that half of NLRB 
examiners are not qualified for their posts, 


> Fringe items. Increased vacation’ 
benefits, pension or insurance programs" 
are reported in several recent union con. 
tracts. Thesé are mainly expansions of 
existing programs for retirement benefits| 
or hospitalization insurance. j 


>Grocery clerks. Pay raises of $10) 
weekly have been granted to clerks in? 
various grocery stores in California under 
a contract with AFL’s Retail Clerks. 


> Papermaking. Wage increases re. 
cently given in paper-manufacturing mills 
range from 5 to 7 cents hourly. Unions 
involved were AFL Paper Makers and’ 
District 50 of the United Mine Workers, 


> Damage suit. A suit for $5,000,000 
in damages has been filed by the Rail- 
way Express Agency against the AFL} 
Railway Clerks Union. The company} 
charges that the union recently called a 
slowdown strike in New York City. Con- 
tract negotiations opened last April, but) 
dragged on without settlement. Union} 
demand for a 25-cent raise was countered! 
with a company offer of 7 cents. 


.> Glass. CIO Glass Workers at Rohm™ 


& Haas, Knoxville, Tenn., have won a 
fourth-round incredse of 11 cents an 
hour. Big glass firms have not settled yet, 
however. 


> Wages as secondary issue. Com- 
munists have been attacking Joseph 
Curran, president of CJO’s Maritime 
Union, for statements playing down} 
wages as an issue in contract talks this 
year. Mr. Curran now has advised his 
members that raises will be sought, but 
that other demands, such as more jobs 
for each ship, will be stressed. He added 
that “the time is past for pie-in-the-sky 
demands, which are never achieved.” 


>A “no raise” pattern? More and 
more employers are saying “No” to union 
wage demands in Round No. 4. About 10 
per cent of a recent group of settlements” 
studied showed no pay raise. Some allow 
unions to reopen issue later in the year, 
if another industry sets a pattern. 


> “Unfair lists.“ Unions now are on 
notice from the National Labor Relations 
Board that it is illegal to issue “unfair 
lists,” containing names of nonunion 
firms. The lists are held to be a violation 
of the Taft-Hartley Act provision out- 
lawing secondary boycotts. 
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Sugar from Cuba creates 
market for American flour 


It takes a lot of Cuban sugar to satisfy the American 
sweet tooth — about three hundred million dollars’ 
worth last year. And the tobacco, alcohol, fruits, 
metals and other things we buy from Cuba sent 
another hundred million dollars to our Caribbean 
neighbor. With these dollars, Cuba buys American 
flour and other grain products; oils and fats to feed 
her people; American cotton piece goods to clothe 
them; and steel and petroleum products to support 
her industry and transport. 

With eight fully staffed branches in Cuba, The 
National City Bank of New York offers exporters 
and importers valuable assistance in transacting 
business there. As in all National City’s overseas 
branches, credit, foreign exchange and vital business 
information are available. For details, call or write 
Overseas Division at Head Office. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall Street ¢ 67 Branches in Greater New York 
Member Federal Deposit Insurance Corporation 


Calle Presadente Zayas No 402 
National City Branch 
an Havana 


OVERSEAS BRANCHES 


ARGENTINA CHILE ENGLAND PHILIPPINES 
Buenos Aires Santiago a ‘ . — 
Flores Valparaiso , Old Broad St ‘ort Area 
Plaza Once ee 11, Waterloo Place Cebu 
Rosario Clark Field 

PUERTO RICO 
San Juan 


COLOMBIA FRANCE 
Beazn Bogota Paris (IBC Branch) 
Barranquilla 
Rio de Janeiro Medellin HONS KONG 
Porto Alegre INDIA 
Recife CUBA Bombay 
(Pernambuco) Havana Calcutta 


Santos 
Sao Paulo 
CANAL ZONE 


Balboa 
Cristobal 


CHINA 
Shanghai 


Cuatro Caminos 

Galiano 

La Lonja 
Caibarien 
Cardenas 
Manzanillo 
Matanzas 
Santiago 


JAPAN 
Tokyo 
Osaka 
Yokohama 

MEXICO 
Mexico City 

PERU 
Lima 


REP. OF PANAMA 
Panama 

SINGAPORE 

URUGUAY 
Montevideo 

VENEZUELA 
Caracas 


Write for color-illustrated booklet describing ‘*Overseas Banking Service’’ 


NCB Travelers Checks protect travel funds. Buy them at your bank. 


TMA Dunking 


. 


Every 3 seconds 
@ customer is 
served overseas 
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SUBSIDIARIES 


MELT+ ROLL> CAST+> MACHINE 
FORGE - STAMP and FABRICATE 
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BARIUM STEEL & FORGE, INC. THE GEOMETRIC STAMPING CO. 
Centon, Ohio Cleveland, Ohio 
ees ¢ eye a seenaee, SLE BAYONNE BOLT CORP GLOBE FORGE, INC 
>» ai be — es ed = Bayonne, Syrocuse, N 
4 * CENTRAL IRON AND STEEL CO KERMATH MANUFACTURING CO, 
Pun RY 2 Horrisburg. Po Detroit, Mich 


CLYDE IRON WORKS, INC KERMATH (CANADA) tTD. 
Duluth, Minn Toronto, Ontario, Canada 

THE CUYAHOGA SPRING CO. PERMA-JACK CORP 
Cleveland, Ohio Clevel: ro 


THE DETROIT STEEL CASTING CO. PORCELAIN STEELS corp. 
Detroit, Mich Clevetond 


ERIE BOLT & NUT COMPANY SHEFFIELD IRON & STEEL CO. 
Erie, Pe Sheffield, Alo 


FARMUNITS . INC. WILEY MANUFACTURING CO, 
i Mountville, Pa 


it, Mich 


WILEY MANUFACTURING COMPANY, Port Deposit, Md. 


BARIUM STEEL 
CORPORATION 


TWENTY-FIVE BROAD STREET * NEW YORK CITY 














oat a hele 


goo 
can 


is los 
hand 
stuck 
many 
) Tising 
» realiz 
© And 

of ta: 


Gove 


Just 

LIF 
Suppc 
stock 
Sale f 
price 
1,000 
pay 

price 


APRIL 





e’ve Been Asked: 


HOW PRICE DIP AFFECTS INVENTORY VALUES 


Business is beginning here and there 
‘fo report and take losses on inventories. 
"Goods that were bought at one time at 
Fone price are being marked down and 
“sold at a lower price. This often means 
“that the businessmen must take a _ loss. 
’ The situation is complicated further 
‘for those who use a last-in, first-out 
method of valuing inventories, known as 

FO. This method is based on the as- 

ption that the last items bought are 
placed on the top of the shelf, to be sold 
first. The old stock remains, to be sold 
ast. A seller, in effect, figures his own 
‘cost of the goods he sells at the price he 
bpaid for those last bought. Thus, when 
Iprices rise, he theoretically pays more for 
‘the goods that he sells, and his margin 
“of profits is smaller. That means, on 
aper, smaller earnings to be taxed. But 
Mwhen prices go down, the last-bought 
‘goods, at lower cost, are sold first. This 
Mean result in a loss, and yet a tax on 
Mprofits not actually received. 
© Many manufacturers and_ processors 
"during the war adopted a last-in, first-out 
"method of inventory accounting. When 
} department stores tried to do so, too, 
they were told by the Treasury Depart- 
ent that this method of accounting 
ould not be used by retailers. This stand 
‘of the Treasury was overruled by the Tax 
"Court in a test case in 1947. Tax regula- 
tions then were revised to allow stores to 
‘adopt LIFO. With falling prices, how- 
ever, this accounting method has lost 
imuch of its attraction. Some who did take 
‘up LIFO would now like to shift back to 
first-in, first-out accounting as a tax-sav- 
"ing device. 


hy is the method of inventory ac- 

counting so important now? 
‘The method of valuing inventory is im- 
portant to business because of the pres- 
sent downward trend in prices. A_busi- 
“nessman who adopted the LIFO system 
Fis losing his tax advantage. On the other 
hand, a business or corporation that 
'stuck to the first-in, first-out method—as 

any did—often paid taxes in times of 
Tising prices on profits not actually 
realized. Now the situation has changed. 
‘And this change can affect the amount 
of taxes collected and revenues of the 
Government. 


Just how are taxes saved, under the 
LIFO method, when prices rise? 

' Suppose, for example, a merchant has in 
stock 1,000 hats that he bought at whole- 
' sale for $4 each, or $4,000. His selling 
price is, say, $6. When he buys another 
1,000 hats, with prices rising, he has to 
pay $6 each. So he raises his selling 
' price for the entire 2,000 now in stock 
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to $8. He sells 1,000 at this price, for 
a total of $8,000. Now if the hats sold 
are considered the first ones bought, for 
$4,000, his profit would be $4,000. But 
under LIFO accounting the last hats, 
which were bought for $6,000, were the 
ones sold. So his profit is only $2,000, 
on which a tax must be paid, instead 
of $4,000 under first-in, first-out method. 


Suppose prices went down? 

Then, the situation would be reversed. 
And that is what is happening now in 
some cases. The merchant would be sell- 
ing his last-bought and lower-cost hats, 
while keeping the higher-cost ones in 
stock. Suppose, on a falling market, he 
now pays $4 for his new stock and sells 
at $5. Actually, he might be selling for 
$5 a hat that, during high prices, cost 
him $6, with a $1 loss. But, under LIFO, 
it is considered a $4 hat that he is selling 
for $5. This shows, on paper, a $1 profit, 
on which a tax is paid, even though no 
profit is realized. That is why LIFO is 
unpopular in times of falling prices. 


Is LIFO- used only for tax purposes? 
Not.at all. The Bureau of Internal Reve- 
nue has an ironclad rule that last-in, first- 
out accounting for inventories must be 
used consistently, if it is to qualify for 
tax accounting. That is, a store must 
follow this method in its financial reports 
to banks and other creditors and stock- 
A store does not have to adopt 
LIFO ir all of its departments, though. 
It might use this method only in depart- 
ments selling shoes, clothing, furniture, 
home furnishings, household appliances, 
notions, toilet articles, etc. 


How do stores apply LIFO to inven- 
tories? 

Valuing inventories under LIFO, like all 
inventory taking, is a complicated busi- 
ness. Goods are lumped together by re- 
tail departments or by groups of mer- 
chandise. Inventory records are kept in 
dollar totals, without identification of 
each item in a department. Markups and 
markdowns in retail prices during a year 
are taken into account, and values of 
goods at the start and end of each year 
must be recorded. 


Next comes a Government price index, 
which is issued twice a year by the 
Bureau of Labor Statistics. This shows 
the percentage of changes in retail prices, 
based upon a study of prices in depart- 
ment stores throughout the country. 
These indexes can be used by a store in 
valuing its inventory at the end of a 
year on the basis of last-in, first-out ac- 
counting. A store can work out its own 


price-change indexes, provided its meth- 
od is approved by BIR. Bui, so far, de- 
partment stores have been relying on the 


BLS figures. 


Can all stores use this method? 

No. Widest use of LIFO is in large de- 
partment stores. It is not considered suit- 
able for many small stores. For one thing, 
they do not have the records needed for 
this method. LIFO also is not used in 
food stores at this time. 


What other industries use LIFO? 

A wide variety of industries use the 
LIFO method of figuring the cost of in- 
ventories. These include manufacturing, 
meat-packing and other food-processing 
industries, companies producing steel 
and other metals and some oil companies. 
Adoption of this accounting method by 
industries had been spreading in recent 
years, until prices began to recede for 
some commodities. 

° 


How does a business go about 
changing its inventory method? 
The owner applies to the Internal Reve- 
nue collector of his district for approval 
of the change. In the past, shifts to the 
last-in, first-out method have been read- 
ily approved where accounting methods 

were considered sound. 


Can shifts be made back from the 
LIFO method? 

Not easily. The Bureau of Internal Reve- 
nue is taking a firm attitude toward those 
who, after adopting LIFO, want to re- 
turn to their old method of accounting. 
This usually is looked upon as merely an 
attempt to get a tax advantage both ways, 
when prices go up and when they go 
down. If a businessman can show a good 
business reason for wanting to change 
back, it might be possible for him to get 
approval. But BIR will not permit wide- 
spread jumping back and forth from one 
method to another. 


Are businesses changing to LIFO? 
No. Many additional businessmen have 
talked about shifting to LIFO, but no 
further applications are being received 
by BIR at this time. With the trend of 
prices downward, this is considered a 
bad time to change. Should prices start 
a steady rise at some later time, it is 
likely, however, that there would be 
another move toward last-in, first-out 
inventory accounting, largely as a tax- 
saving measure. In addition, some ac- 
countants say that they prefer the LIFO 
method of valuing inventories as a long- 
term policy, covering periods of both 
rising and falling prices. 
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(This article represents the result of an 











Stock market, missed by the 
boom, is discovering why stocks 
stay low priced, what it is that 
keeps customers timid. 

Taxes keep out some investors. 
So do credit restrictions, fears of 
war, uncertainty over business 
conditions. 

Campaign is on to educate the 
public, make people more famil- 
iar with the market, get more 
small investors to come in. 


The mystery of why the stock market 
has not had its part in the postwar 
boom is turning out to be not so much 
of a mystery after all. It now seems ap- 
parent that a combination of several 
things explains why, in a period of rec- 
ord profits and record dividends, the 
market for common stocks has dogged 
along in a rut. 

One of these explanations is the con- 
clusion on the part of big investors, 
reached many months ago, that the huge 
postwar earnings of corporations would 
be transitory. The betting was on a post- 
war setback. A second is the federal ban 
on any large use of credit in buying 
stocks. A third and major factor is to be 
found in tax policies. 
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STOCK QUOTATIONS 
.. . for sellers—a problem 


extensive research on a problem of out- 


standing importance in National Affairs.) 


WHY STOCK MARKET LAGS 


Reported from NEW YORK and WASHINGTON 


Taxes, in recent years, have operated 
in a way to make large investors think 
twice before investing heavily in the 
stock market. Taxes in the upper brack- 
ets, despite reductions voted in 1948, 
are so high that the Government skims 
off the cream of any return that might 
be earned on stock investment. 

The strange case of the market 
for common stocks in this postwar period, 
when nearly everything else has been 
riding high, is illustrated clearly by the 
tables on these pages. 

Stock prices, when measured by the 
earnings of corporations and the divi- 
dends paid out to stockholders, are 
lower than at any other time in the last 
20 years. This is shown by the Dow- 
Jones averages of 30 industrial stocks. 

Today, the average price of these 
stocks is running only 8.1 times the 
annual earnings, after taxes, of the cor- 
porations that issued them, and 15.2 
times dividends. This calculation is 
based on current market prices for stocks 
and 1948 earnings and dividends. 

In 1948, at the top of the market, 
prices were only 9 times the year’s corpo- 
rate earnings, and 16.8 times dividends. 

To get the significance of these figures, 
compare them with what happened in 
previous periods: 

In 1929, at the peak of the stock- 
market boom of that period, the price 
average of the Dow-Jones list was 19.1 
times earnings and 29.9 times dividends. 


1929. « 
1933. . 
1937 .. 
1940. . 
1948 . . 
NOW*. . 
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In 1933, when the country was be- 
ginning to pull itself out of the depres- 
sion, the ratio of price highs to earnings 
was 51.5 to 1. The ratio of price to div- 
idends was 32 to 1. 

In 1937, at another peak in the busi- 
ness cycle, prices were 16.9 times the 
year’s corporate earnings and 22.1 times 
corporate dividends. 

In 1940, just before the war, the 
price-earnings ratio was 14 to 1. The 
price-dividends ratio was 21.6 to 1, 

These comparisons with previous years, 
when corporations were much less pros- 
perous than they are today, point up the 
mystery of the stock market, Current 
stock prices on the Dow-Jones list would 
have almost to double to reach the 1929 
relationship between prices and earnings, 
Prices would have to rise 55 per cent to 
reach the 1929 relationship with div- 
idends. 

Looking ahead, the signs point to 
some drop in profits. In 1949, the dollar 
earnings of all corporations after taxes 
may be 15 per cent below those of 1948. 
At that, they still would be far above 
any profit level seen in this country be- 
fore 1947. Dividends are likely to be 
about as high in 1949 as in 1948, as 
capital needs of corporations are de- 
clining. 

On the surface, then, there is nothing 
in the record of corporations or in the 
outlook for profits and dividends to ex- 
plain the behavior of the stock market. 


Stock Prices Look Low By Past Standards... 


Stock Prices 
Compared to 
Corporate Dividends 


29.9 to 1 


Stock Prices 
Compared to 
Corporate Earnings 


19.1 to 1 


51.5 to 1 32 to 1 
16.9 to 1 22.1 to 1 
14 to I 21.6 to 1 

1 1 


16.8 to 
15.2 to 1 


9 to 
8.1 to 1 


*Present stock prices, 1948 earnings and dividends. 


Ratio of price highs to earnings and divi- 
dends, Dow-Jones industrial averages. 
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What ails the market is a question 
that must be answered by going beyond 
these figures on earnings and dividends. 

Fear of war with Russia probably 
has caused some investors to shy away 
from the market. If war broke out, earn- 
ings, dividends and stock prices probably 
would decline. They did early in World 
War II. However, war is a fading pros- 
pect. 

A business crackdown by Govern- 
ment has been widely feared, especially 
since the 1948 election. There has been 
talk of an excess-profits tax, price con- 
trols, allocation of materials, rationing, 
more Government competition with pri- 
vate industry. Now, however, with busi- 
ness softening, most of these measures 
are losing friends in Congress. 

A business setback has been ex- 
pected ever since the war by many who 
otherwise might have been willing to 
invest in stocks. Business did halt briefly 
in 1947 and again in 1948. Now there 
are new signs of a business slump. Mem- 
ories of what happened in 1929 and 
in 1937 still keep many people away 
from the stock market. 

Credit rules set up by the Federal 
Reserve Board make it hard for ordinary 
people to buy stocks. A buyer today must 
put up at least 75 per cent in cash. In 
the late 1920s, stocks could be bought 
with a margin of as little as 15 per cent. 
Brokers’ loans in 1929 averaged $6,500,- 
000,000. In 1948, they averaged only 
$335,000,000. 

Individual taxes are important in 
appraising the troubles of the equity 
market. The people who normally supply 
most of the money that goes into this 
market are those in upper income brack- 
ets, $10,000 a year or more. But, in high 
brackets, taxes take such a heavy slice 
out of any income from stock investments 
that many have concluded that investing 
is not worth the risk. 

The tax drag on stock yields is set 
out in detail in the table below. Be- 


... but Taxes Cut Down the Returns 


1929 
Taxable income 


(after tox exemptions 
and deductions) 


3.50%* 
Yield after tax: 


$ 2,500 . . 3.48% 
5,000 . . 3.43% 
10,000 . . 3.33% 
25,000 . . 3.12% 
50,000 . . 2.91% 
100,000 . . 2.66% 
250,000 . . 2.66% 


*Moody’s, 200 common stocks, 
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Yield before tax: 


fore taxes, the yield on common stocks 
in 1948 was at the highest point in 20 
years. For 200 common stocks, as pub- 
lished by Moody’s Investors Service, that 
yield was 5.8 per cent, compared with 3.5 
in the boom vear 1929, But today’s net 
vield, after taxes, is another thing. In- 
comes used in the figures below are 
assumed to be from sources other than 
dividends. Then, to show the effect of 
taxes on stock yields, the tax is figured at 
marginal rates—that is, the rate that 
would apply to the first dollar of any 
dividend income. 

At $2,500 of taxable income—income 
after deductions and exemptions—a 5.8 
per cent yield on dividends drops to 4.84 
per cent after taxes, This is for a married 
man, who can split his income for tax 
purposes, It is 4.68 for a single man. 

At $5,000, the 5.8 per cent yield 
shrinks to 4.68 per cent for a married 
man and 4.47 per cent for a single man. 

At $10,000, yield after taxes is 4.47 
for a married man, 3.86 for a single man. 

This far up the income scale, a man 
can invest in stocks and keep most of 
the dividend income he gets from them. 
But the people who offer the big po- 
tential market for stocks are in higher in- 
come brackets. 

At $25,000 of taxable income, the 5.8 
per cent yield dwindles to 3.61 per cent 
for a married man, and to 2.79 per cent 
for a single man. Here a single man 
realized less out of a 5.8 per cent yield 
in 1948 than out of a 3.5 per cent yield 
in 1929. 

At $50,000, a married man in 1948 
got a net of 2.79 per cent, a single man 
a net of 1.97 per cent. In 1929, a $50,000 


_man netted 2.91 per cent out of a gross 


yield of 3.5 per cent. 

At $100,000, a married man nets 1.97 
per cent out of.the 1948 yield, a single 
man only 1.26. This compares with a 
2.66 per cent net in 1929. 

At $250,000, the net yield falls to 


1.26 per cent for a married man, 1.04 


pay “= 
_* 
1948 E 
Yield before tax: = 
5.80%" \ 
Yield after tax: \ <A 
(with income split) — 


4.84% 
4.68% 
4.47% 
3.61% 
2.79% 
1.97% 
1.26% 


- 





STOCK CERTIFICATES 
» « . for investors—a second thought 


per cent for a single man. It was 2.66 
per cent in 1929. 

In other words, a $250,000 man may 
find that he can keep only 18 per cent 
of any income he gets out of an invest- 
ment in stocks. In 1929, a man at the 
same income level kept 76 per cent. 

Now the Administration talks of still 
higher taxes on middle and upper in- 
comes. As long as the federal budget 
fails to balance, threat of new taxes is 
to hang over the economy. This tends 
to aggravate the shortage of customers. 

The mystery begins to clear when 
these things are examined in combina- 
tion—the uncertainties, the restrictions on 
credit, the effect of taxes in smothering 
incentive to take the risk of investing 
in common stocks. 

What to do about it all is not so clear. 
Credit rules are not likely to be relaxed 
until there is more evidence of a major 
decline in business activity. Anyway, 
past experience suggests that it would 
take some months for a drop in margin 
requirements to affect stock prices. With 
Government costs running $40,000,000,- 
000 a year and threatening to rise, in- 
come tax relief is not in sight. 

The New York Stock Exchange, joined 
by member firms, is beginning a nation- 
wide campaign of education, aimed pri- 
marily at inducing people of ordinary 
means to invest in the stock market. Ad- 
mittedly, however, such a campaign does 
not hold a complete solution to the prob- 
lems of the equity market, Chances are 
that business will have to keep relying 
largely on the savings of persons in the 
upper income brackets to provide a mar- 
ket for common stocks. But, in these 
brackets, the primary question is one of 
incentive to take the risk. 

Common stocks must keep competing 
with tax-free municipal bonds and with 
the relatively safe return offered by U.S. 
Government bonds, This competition, as 
business has discovered, is not now easy 
to meet, 
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“Does over half 
my posting 
automatically!’ 








NATIONAL MECHANIZED ACCOUNTING SAVES TIME, MONEY, AND EFFORT* 


On some jobs more than two-thirds of the posting is done automatically. a this FREE 20-page booklet, 
y ° ° & = ro rt S M 
And what the machine does automatically the bookkeeper _ ee ee ror. 
. Bookkeeping.” Ask your local 

cannot do wrong! How 10 National representative, or write 
Automatic machinery reduces costs in offices, just as in factories, to The National Cash Register 
: ‘ ‘ ; . . Save Mon Company, Dayton 9, Ohio. 

mines, agriculture, transportation. Automatic operation is but one of uR 

a unique combination of time-labor-money-saving features found on YO 5 

only on Nationals. pooKkeeriN 


Ask your National representative to study your present accounting 


methods and report what a National Mechanized System can save you. ee LTT TA 
. ACCOUNTING MACHINES 


THE NATIONAL CASH REGISTER COMPANY aie hs vara ener 4 








Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Soft spots continue to develop in the business picture. 
Cutbacks in production are spreading in hard-goods industries. One large 
' producer of electric appliances plans to trim output 12 to 30 per cent in some 
lines. Another producer also plans cuts. Steel furnaces are being shut down 
by some companies as demand shrinks for alloy steel and converting operations. 
Metal prices continue to decline. Zinc has been reduced to 16 cents a 
pound from 17% cents. That follows a 3-cent reduction'in lead. A cut in the 
price of copper is expected next. Steel prices, quoted at a premium by some com- 
panies, are being brought into line. Scrap metals show definite price weaknesses. 
Dividend policies reflect business uncertainty. A large New York store has 
halved its dividend. One radio manufacturer took no dividend action and a large 
drugstore chain expects to pay no dividends in 1949. A manufacturer of home ap- 
pliances also skipped a dividend, after paying all through last year. 
Over all, business activity still holds up, but these spreading indications 
of softness add to signs that a general downturn may not be many months away. 





























Another sign of easing demand is found in the end of the stee] shortage. 

Gray market in steel has vanished. Steel now moves in normal channels. 

Conversion steel buying also is ending. This is a process by which a steel 
user buys scrap, then gets it converted into ingots, paying all the costs. The 
ending of this process explains the shutdowns of a few steel furnaces. 

Steel allocations under the Government's voluntary program also are to be 
cut. By next June total allocations are to drop by 94,000 tons a month. That 
means that a larger steel supply will be released to nonallocated customers. 

Steel production, meanwhile, continues above 100 per cent of capacity. 

These trends in steel production and demand suggest that this product, 
scarce since the end of the war, may become a surplus problem after midyear. 














What's really worrying manufacturers, however, is the fall in new orders. 

An 84 per cent decline from last year's orders for woolen and worsted goods 
is reported by the largest U.S. producer--American Woolen Co. 

Freight-car orders placed this year amount to about 1,400 cars. The rail- 
road industry last year was crying for production of 12,000 cars a month. 

Paper companies also are reported to have had a decline in new orders. 

Department stores are holding inventories down and order with caution. 

This trend in ordering suggests that businessmen themselves are doubtful 
about the outlook. It's an attitude that has Government officials worried. It 
gives rise to official warnings that pessimism may produce a business setback. 














One reason for caution may be found in a sign of decline in retail trade. 

Retail trade, in dollar volume, is failing to match last year's levels. 
January sales were below January of 1948 by more than $250,000,000. February 
sales matched those of February, 1948, but trade in March is a disappointment. 

Consumers appear to be exercising restraint in buying. 

Consumer income continues at close to $200,000,000 a year, after taxes. 
That is a record annual rate, well above the income rate for early 1948. 

Retail sales, however, are not keeping pace with high consumer income. 

The trend in consumer income and retail spending suggests a return toward 
the prewar pattern, when consumers spent about 60 per cent of their incomes in 
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TREND OF AMERICAN BUSINESS-- (Continued) 


retail stores. In 1947, retail spending amounted to 69 per cent of income; in 
1948, the relation was 66 per cent. Apparent tendency of consumers to reduce 
the amount of money spent in retail stores means a smaller volume of trade. 


Latest reports on retail trade suggest this pattern for the current year: 

Automobile dealers are boosting sales. Outlook is for an $18,700,000,000 
business this year, an increase over 1948 of $1,000,000,000. Most of the added 
money is. expected to go for new cars. Used-car sales and prices are slowing. 

Home-appliance and home-furnishing sales are running into resistance from 
consumers. Sales may be off $300,000,000 from last year's $6,700,000,000. 

Building materials and hardware stores are hitting an adverse sales trend, 
too. Their sales may be down to $9,500,000,000 from $10,800,000,000. 

Jewelry stores have had declining sales since 1947. The decline probably 
will continue, slipping to $1,150,000,000 from $1,200,000,000 in 1948. 

These are the major durable-goods stores checked by Commerce Department. 
Indicated sales declines do not suggest a bad year for 1949, just a year not as 
good as 1948. Sales outlook assumes only a moderate decline in total business 
activity, with employment and personal incomes continuing relatively high. 














In nondurable stores, sales prospects indicate a mixed trend. 

Apparel stores did a better January business than a year ago, but their 
February sales were off sharply from the preceding month; below February, 1948. 
Developments to date, however, suggest almost as good an apparel year as 1948. 

Food-store sales may approach last year's volume of $31,900,000,000 unless 
employment and prices drop more than is indicated at present. 

General-merchandise stores, including mail-order houses and department 
stores, have been in a sales decline since autumn. Their business in 1949 may 
be off as much as $1,000,000,000, to a level of around $16,000,000,000. 

Other retail stores, which include filling stations, restaurants, liquor 
stores, ice and coal dealers, are expected to be moderately down from last year. 
Drugstore sales have been stable at $3,700,000,000 a year for three years. 














One reason to expect a rather high sales volume in retail stores in 1949 is 
that the year started with a high level of income and employment. What may be 
discouraging to business, however, is that the sales trend probably will be 
pointing downward, rather than upward, as the year unfolds. 


International wheat agreement is agreed upon again by 47 nations. 

Maximum price over the next four years is $1.80 a bushel. A year ago a 
maximum of $2 was accepted, but the Senate refused to ratify the agreement. 

Minimum price is to begin at $1.50 a bushel, then drop 10 cents a year 
until 1952, when the minimum for that crop year will be down to $1.20 a bushel. 

Exporting nations--Canada, U.S., Australia, France, Uruguay--agree to sup- 
ply 456,283,389 bushels a year and 35 importing nations agree to buy then. 

U.S. export quota is 168,000,000 bushels. With needs of occupied areas, 
that promises exports of 300,000,000 bushels, about double a good prewar year. 

Ratification of the agreement is expected this year. Trouble will come in 
trying to make it work. Russia and Argentina, big exporters, are not included. 

















Bank loans to business continue to decline. They shrank by $11,000,000 for 
the week ended March 9. That's the ninth straight reported decline. 

Real estate loans by reporting banks also showed a very modest decline. 

Consumer loans and other loans by banks showed a very slight increase. 

Trend in bank lending activity confirms softening business activity. 








Business failures are trending upward. Dun & Bradstreet reported 210 fail- 
ures for the week ended March 19, highest for any week since 1942. Failures are 
Still substantially below the prewar rate, however--even for good years. 
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The 80,000 Eyes of Shih Huang-Ti... 


The Chinese Emperor, Shih Huang- One of the greatest examples of mod- the heart of materials, searching for 
Ti, posted a sentinel in each of the ern watchfulness is the railroad. On imperfection — ‘‘eyes’”’ that inspect, 
40,000 watchtowers built in and near ‘the Norfolk and Western, trains are detect, and help build safer track and 
his empire’s first line of defense — moving every minute of the day and roadbed — ‘‘eyes’”” of electric fences 
The Great Wall of China. Through night, carrying people and the things to warn of track obstructions. These 
blizzards and blazing sun, day and they use. Many thousands of “‘eyes”’ are just a few of the thousands of 
night, 80,000 eyes watched for the first which never tire, guard their move- “eyes’’ on this railroad, which are 
threat to the safety of China. This : 


z ments. ‘Eyes’ of research — chem- constantly on the alert to protect 
is one of the greatest examples of human 


a istry, physics, electricity and_ elec- traffic . . . and to help provide better 
vigilance known to the world. : : . ; eee 

tronics —all are used in the job of and better transportation service for 

But men learned that the human 

eye cannot be everywhere and observe 


everything. In the progress of the 


good railroading ... ‘‘eyes’’ that the passengers and shippers of the 
control switches and signals which Norfolk and Western Railway. 

world, men have created thousands of shepherd the safe 

instruments of watchfulness to increase movement of trains The Great Wal! of China dates from the Third Century, B. C. 
It extends along the northern frontier of China, on a zig-zag 
h A at P course. Its total length is estimated at 2,550 miles, with 25,000 
the move. test an ‘ore into built-in watchtowers and 15,000 detached ones. In most places, 
it is approximately 1714 feet thick and 16 feet high. Built of 
two parallel walls, it is filled in with earth, stone, and the bodies 
of a million men who died in building it. The Great Wall con- 
tains enough material to build a barrier 8 feet high around the 
world — and, according to some scientists, it is the only work of 
man that would be visible from the moon. 


oujotk.--| Western. 
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safety and sureness in a world on ».. “‘eyes’’ that 








We have never met “the average 
man.” None of the men we know 
share exactly the same torso 

size, the same leg length, the same 
distribution of weight, or — 
consequently — the same require- 
ments for seated comfort. 


hits You- 


not ‘the average man” 


So, when we made our executive 
posture chair, we made it fully 
adjustable. This was the only way we 
could be sure of fitting you 

— personally and perfectly. With 
simple hand-wheel adjustments 
you adjust the seat and 

the back to give yourself real 
comfort and correct posture. 






You'll like this chair on 

all counts. It has thick cushions 
of resilient foam rubber, 
beautiful mohair fabric 
upholstery, and the look and 
feel of quality throughout. Try 
it at your Harter dealer’s. 


Al ALRITE R 


$4 CURB 48. M1 CN 4G ALB 


POSTURE CHAIRS- STEEL CHAIRS 


Free Booklet i 
“Posture Seating Makes Sense” ; 


tells you about the comfort and ef- 
ficiency benefits of Harter posture 
chairs — for you and your employees. Write 
for free copy of this informative booklet. 
Harter Corp., 404 Prairie Ave., Sturgis, Mich. 





~ NATIONALLY FAMOUS” 
FOOD PACKERS SPEED AND 

CUT COSTS OF HANDLING 
with Standard CONVEYORS 


Guaeers designs and builds conveying equip- 
ment for many nationally famous packers 
of food in cartons, cans, jars, bottles, or bags. 
Whatever you make, package, or handle— 
in large or small quantities—see Standard for a 
complete engineered conveyor system, a porta- 
ble conveyor unit, a portable conveyor section. 
The range and versatility of Standard equip- 
ment has been developed in more than 40 
years of service to business and industry. 


STANDARD CONVEYOR COMPANY 
General Offices: North St. Paul, Minn. 
Sales and Service in Principal Cities 


Engineered Conveyor Systems — Portable Conveyor 
nits — Spiral Chutes — Pneumatic Tube Systems 


- 56 


Write, telling us 
what you make 
or handle. We will 
send literature 
s showing Standard 
"4 Conveyors in use 

~ im your business. 


Address Dept. US-49. 





CONVEYORS 
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YOU CANNOT forbid your em. 

ployes to engage in union activities 
during their lunch period even though 
this time is paid for as “working time.” 
The National Labor Relations Board 
rules that an employer committed an un- 
fair labor practice when he discharged 
a worker for disregarding a plant rule 
against soliciting union members during 
paid lunch periods. 


* * * 


YOU CAN now ship certain chemi- 

cals to countries outside the Euro- 
pean area without getting an export 
license from the Office of International 
Trade. The agency eases export controls 
over some chemicals containing lead and 
bismuth. At the same time, OIT removes 
quota restrictions on exports of a few 
chemicals. 


* * * 


YOU CANNOT expect the courts to 

uphold your claim that you did not 
receive a tax deficiency notice, mailed 
to your old address, unless you formally 
report a change of address in connection 
with the particular tax involved. A cir- 
cuit court of appeals holds that a de- 
ficiency notice was properly mailed to 
the address given in an estate tax return, 
even though the executor indicated a 
change in address in his income tax and 
gift tax returns and in correspondence 
with the Bureau of Internal Revenue 
about the estate tax: 


* * * 


YOU CAN, as a manufacturer of 

inner tubes, use more natural rub- 
ber in popular-size tubes. Restrictions 
are eased by Department of Commerce 
in amending its rubber-allocation order. 


* * * 


YOU CANNOT safely fire an em- 

ploye for circulating a petition re- 
questing the removal of his supervisor. 
NLRB, while recognizing the right of an 
employer to select his own supervisors, 
orders reinstatement of a worker dis- 
charged for such a petition. The Board 
finds that the discharged employe and 
his fellow workers had engaged in “con- 
certed action” protected by the Taft- 
Hartley Act. 


* * * 


YOU CANNOT, as an employer, re- 

fuse to bargain with a union that has 
been certified to represent your em- 
ployes, merely because you feel that the 
union no longer reflects the wishes of a 
majority. A circuit court of appeals re- 
jects an employer's argument that he 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


curt and administrative decisions: 


does not have to obey an NLRB bargain- 
em- ff ing order under these circumstances. 


ivities | The court points out that employes can 
hough § get rid of a certified union if they wish to. 
time.” 

Board snieoks 




















n un- 
arged 
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uring 


YOU CAN now deal with the In- 

come Tax Unit of the Bureau of In- 
tenal Revenue in regard to estate and 
iff tax matters that are referred to 
BIR’s Washington office. The agency an- 
nounces the transfer of its special estate 
and gift tax division from its Miscellane- 


emi- § ous Unit to the Income Tax Unit. 

=uro- 

xport = ellie 

ional YOU CANNOT, in making the in- 
itrols come fax return of a corporation, 
and § avoid paying a tax on the gain resulting 
loves # from buying bonds of the company’s 
few ff subsidiary at a discount, even though the 


corporation was soon to receive the sub- 
sidiary’s assets in a liquidation. A circuit 
court of appeals holds that a corporation 
realized a taxable gain on the difference 
between the cost of acquiring a sub- 


ts to 
not 


tiled & sidiary’s bonds and their face value, 
we despite the liquidation that followed. 
tion 

cir- + ees 

de- YOU CANNOT, in selling an auto- 
| to mobile that has been driven as a 


demonstrator, fail to consider it a used 
car under installment-credit rules. This 
interpretation is issued by the Federal 
Reserve Board as a guide in figuring 
down payments and maximum loan val- 
ues of such cars. 


* * * 


YOU CAN expect the Government 

to support the price of the 1949 
crop of flaxseed at 90 per cent of parity 
as of April 1, 1949. This price-support 
level is announced by the Department of 
Agriculture. 


of 
ub- 
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* * * 


YOU CANNOT, as an employer, 
safely move ahead the date for de- 
livering vacation checks to your em- 
ployes so that it falls just before a col- 
lective-bargaining election. NLRB 
throws out the results of one election on 
the ground that the timing of such bene- 
fits was for the purpose of discouraging 
workers from supporting a union. 





Conclusions expressed in these paragraphs 
e- are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 


e not be set forth in detail. U.S. News & 
a Wortp Report, on written. request, will 
. refer interested readers to sources of this 


basic material. 
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.-»- Mark of PROGRESS in Railroading 


Our helping hand for fragile freight! 


HE little machine shown here plays 

a big part in bringing fragile freight, 
such as glassware and furniture, safely 
to its destination. This device, called an 
impact recorder, is used by the Erie to 
help maintain good handling of all 
kinds of shipments. 


Fastened to the floor of a freight car, 
this sensitive instrument automatically 
measures and registers on paper tape 
variations on the smoothness of the 
ride. Erie keeps a large number of these 
impact recorders in service, constantly 
checking and rechecking car handling 
conditions on its thousands of miles 
of tracks. 
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Use of such modern devices, plus ad- 
visory service on good packing and 
proper loading, have gained the Erie 
a nationwide reputation for safe, de- 
pendable transportation ... a result 
of practicing progress in railroading. 


Erie 


Railroad 


Serving the Heart of Industrial America 
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HIGHER TAXES ON CORPORATIONS? 


Federal Income Falling Behind Expectations 


Long-term budget problems 
are building up for the Govern- 
ment. 

Tip on what's ahead is found 
in March 15 tax collections, which 
are behind schedule. 

As federal income drops, 
spending rises. Deficit this year, 
fiscal 1949, is likely to be at least 
$1,000,000,000, possibly more. 
It probably will be larger next 
year, may be still larger the year 
after that. 

March 15 tax returns are failing to 
pull the Government out of its budget 
troubles. These collections, biggest of 
the year, are not producing the bonan- 
za for the U.S. Treasury that some 
had expected. 

Collections of individual taxes, as far 
as the counting has gone to date, appar- 
ently are far behind schedule. Collec- 
tions of corporation taxes, on record 
1948 earnings, are up considerably over 
the same period a year ago. But this gain 
is not enough to remove the prospect of 
a substantial budget deficit for the fiscal 
year 1949, ending next June 30. 

Counting is not complete, but collec- 





TAX COLLECTOR SCHOENEMAN 
No bonanza 
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tions already processed by the Bureau of 
Internal Revenue, headed by George J. 
Schoeneman, have reached a point where 
the trend is fairly clear. This trend sug- 
gests that the Government may be in for 
some long-term budget troubles. Without 
new taxes, the deficit is almost sure to be 
larger in fiscal 1950 than in fiscal 1949. 
It may be larger still in fiscal 1951. 

The outlook is that spending will 
keep rising, despite congressional efforts 
to economize in some fields, at a time 
when Government income is declining. 

Fiscal 1949, with three months yet to 
go, probably will wind up with a sizable 
deficit. 

Income is expected to be roughly 
$39,000,000,000. President Truman’s 
official estimate of $39,580,000,000, sub- 
mitted to Congress in January, now looks 
high. : 

Outgo is likely to reach Mr. Truman’s 
estimate of $40,180,000,000. 

Deficit probably will be at least 
$1,000,000,000, maybe more. Mr. Tru- 
man placed the deficit at $600,000,000. 
It may be twice that much. 

These figures are on a current income- 
and-outgo basis. They disregard a 
bookkeeping shift of funds ordered by 
Congress to improve the showing 
of the current years budget. By this 
device, the Treasury, out of its big sur- 
plus for the fiscal year 1948, set aside 
$3,000,000,000 to be applied toward the 


REPRESENTATIVE CANNON 
Some economy? 





first year’s cost of the Marshall Plan, 
The official records, thus, will show q 
technical surplus for the current fiscal 





year. 

Fiscal 1950, beginning next July |, 
may bring a big budget deficit. 

Income, with any decline in business 
would fall below Mr. Truman’s estimate 
of $40,985,000,000. Mr. Truman made 
no allowance for a drop in business prof. 
its and personal incomes. 

Outgo is almost sure to be consider- 
ably higher than that of the current year, 

Deficit could easily reach $4,000,000- 
000 or $4,500,000,000. 

Fiscal 1951, beginning July 1, 1950, 
does not promise an end to the Govem- 
ment’s budget troubles. Income, by that 
time, may be on the way up again. But 
Mr. Truman has put Congress on notice 
that his budget for that year probably will 
call for more spending than in fiscal 1950 

A difficult decision, thus, must be 
made by Congress. 

One answer is for the Government to 
borrow the money it will take to close the 
gap between income and outgo. Most 
members of Congress dislike the idea of 
adding to a debt that already is $252, 
000,000,000. 

Spending cuts may yet take up a little 
of the slack. Among others, Representa- 
tive Clarence Cannon (Dem.), of Mis 
souri, chairman of the House Appropria- 
tions Committee, is urging economy. 


—Plummer from Black Star, Harris & Ewing 
SENATOR TAFT 
Higher taxes? 
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Higher taxes may yet be voted by 

Congress, either this year or next. A tax 

=m § increase, rather than deficit financing, is 

being advocated by some _ influential 
members of Congress. One of them is 

Senator Robert A. Taft (Rep.), of Ohio, 

who disclosed that he would favor a tax 

increase if it appeared that the Govern- 
ment otherwise would run a “substantial” 
deficit. 

Ons if new taxes come this year, they 

ae likely to be on a rather moderate 

Plan.& scale—probably not more than half the 
r10w aff $4,000,000,000 increase advocated by 

fiscal & Mr. Truman. 

Corporations can be expected to bear 
the major portion of any tax increase 
yoted by Congress. Almost surely, an 
siness § increase here would be in the form of a 
timate higher regular rate on corporate earnings. 
made That rate now is a flat 38 per cent for all 
 prof-§ corporations earning more than $50,000 
ayear. To raise the rate to 42 per cent 
would bring in roughly $1,200,000,000 a 
vear in extra revenue. If it were raised to 
45 per cent, revenue would be increased 
by around $2,100,000,000. 

1950,8 Excess-profits tax appears to be losing 

vern-§ out in Congress. So, apparently, is a fully 

y thatf gaduated corporate tax. An undis- 

|. Buti tributed-profits tax has some support, 

notice # but is improbable. 

y wil Individuals are less likely to get any 

1950.8 tax increase. If taxes are raised here, 

ist bef only the high brackets probably will be 
affected. Chances are that Congress will 

nt tof leave individual rates alone, at least until 

se the 1950. 

Most Estates and gifts may be called upon 

ea off to bear a little of the burden of any tax 

252-8 increase. This,. however, would not be a 

major source of new revenue. 

little Excises probably will be left about as 
enta-B they are. Cuts are being demanded by 
Mis many in Congress, but action looks 
pila: B doubtful. 

y: A final answer on taxes is sure to be 
delayed until late spring or early sum- 
mer, It may not come until 1950. Con- 
gress wants to get a better idea of the 
business outlook, as well as the budget 
mutlook, before making a decision. 


NEW ATTEMPT TO END 
OVERLAPPING TAXES 


The old problem of overlapping fed- 
al, State arid local taxes is to get an 
@icial airing. Treasury Secretary John 
W. Snyder has called a conference for 
April 21 and 22 to see what, if anything, 
can be done about it. 

Invited to send representatives are the 
Governors Conference, Council of State 
Governments, American Municipal Asso- 
tiation, U. S. Conference of Mayors, Na- 
tional Association of Tax Administrators 
and Federation of Tax Administrators. 

ing Efforts to deal with the problem are 
urged by the Hoover Commission on 
Government Reorganization. The same 
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for this COMPLETE 
dependable shipping service! 


RAILWAY EXPRESS charges cover everything...pick-up 
and delivery in all principal cities and towns, receipt 
protection, automatic valuation allowance. You know 
where you stand when you use this dependable service. 
You deal with one responsible carrier, geared to meet 
your exact industrial and personal shipping needs with 
fast, economical rail-air service. 

Whether you’re the sender or the receiver, it’s sound 
business judgment to say, “Ship it RAILWAY EXPRESS!” 












. 





The Railway Express vehicleman who calls 





for and delivers your shipments is a mem- 






ber of a typical American way business 






providing an essential service to your com- 






munity. His efficient, courteous help is al- 






ways available when you need it. 
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‘Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 








Select COLORADO 


Production snags, labor turnover, ( 


and distribution snarls are lessened in 
Colorado. Manufacturers who have 
recently moved to Colorado report 
greatly improved employee relations 
and reductions from 20 to 25 per cent 
in manufacturing costs. 

The difference shows up on your 
balance sheet . . . but it shows up in 
the way you feel, too. Cool, relaxing 
nights . . . inspiring, stimulating week- 
ends in the mountains . . . keep you 
rg right at your very best every 

ay. 

ay a Colorado vacation. Convince 
yourself that Colorado offers you more 
of everything. And while you're here, 
look over the many attractive locations 
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SPRINKLERS 


ALL FIRES Are Extinguishable 


GLOBE protection controls the 
FIRE menace, and places 


F-R-E-E ! send for your free copy 
of the “executive portfolio” contain- 
ing travel information, fact book, 
and authoritative industrial reloca- 
tion data. 


COLORADO 


& available for your plant. 


Department of Development 
505 State Capitol Denver, Colorado 
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“strictly preventable’, “partly 
preventable’”’ and “‘cause un- 
known” FIRES all in the one 
class... EXTINGUISHABLE. 

Install GLOBE Sprinklers now. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK ... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 








Ginance Week 


report of the Commission also urge; 
study of federal grants-in-aid to the 
States, which now cost nearly $2,000, 
000,000 a year. 

The problem of overlapping taxes 
has been drawing complaints from tay 
officials, as well as from taxpayers, for 
many years. Pressure for a solution has 
been growing since the war, as State and 
local governments, reaching out for new 
tax fields, have found most of them oe. 
cupied by the Federal Government. 

Federal excises, in particular, have 
been under fire from State and local goy- 
ernments, Some, notably the ones on |- 
quor, tobacco, gasoline and admissions, 
are collected by governments at all levels, 

Income taxes, collected by the Fed- 
eral Government for 35 years, also are 
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—Plummer from Black Star 


SECRETARY SNYDER 
... for an old problem, official airing 


collected now by most States and a grow- 
ing list of local governments. 

The U. S. Treasury reported in a study 
in 1947 that more than 90 per cent of 
federal and State tax collections came 
from the same tax fields. 

The trouble in trying to work out a 
solution to these problems is that the 
Federal Government is not in position to 
surrender any tax sources immediately. 
Its budget is out of balance. 

Trading tax sources is not a promising 
answer, because there is little in way of 


new taxes that the Government could 
— 


get in return for any it might give up. 
A solution to this problem, then, is not 
to come easily. Governments at all levels 
are seeking new revenue to meet growing 
outlays. Negotiations starting now prob- 
ably must look to the day when govern- 
ment expenses will head downward 
again. Governments then may be in po- 
sition to surrender some tax sources. 
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OTTAWA....WASHINGTON....BRUSSELS.... 


>> Tax cuts, though arriving a year later than in U.S., are to put Canadians 

about on a parity with U.S. taxpayers. But there are some differences. 

After tax changes in the two countries, this is how things stand: 

At $1,200 of net income--income after deductions, but before exemptions-- 
a single person in Canada is to pay $30 in personal income tax, instead of $61. 
U.S. taxpayers at this level pay $100. Before U.S. cut, they paid $133. 

At $2,000 of net income, tax bill for single man’in Canada is to be $150, as 
against $220 last year. In the U.S., it's $232 now, down from $285. 

At $4,000, single taxpayers in Canada will pay $510, compared with $620 
before the cut. U.S. taxpayers at this level pay $603. They used to pay $694. 

At $10,000, Canada's single persons pay $1,960 under the new law, compared 
with $2,252 before. For U.S. taxpayers, the bill is $2,124, reduced from $2,346. 





>> Trend is similar for married persons, until you get into high brackets. 

At $4,000 of net income, a man with a wife and two dependent children 
stands to pay the Canadian Government $269. His bill used to be $430. His 
neighbor in the U.S. pays about the same--$266 now, against $380 before the cut. 

At $10,000 of net income, however, a difference between the two countries 
shows up. In Canada, married taxpayers with two children are to pay $1,582, 
down from $1,930. In U,S., the bill is less--$1,361, reduced from $1,862. 

At $100,000 of net income the difference is still more marked. .- Income tax 
for married taxpayer in Canada is now to be $52,869, compared with $56,013 be- 
fore the cut. In U.S., at this level, tax bill is $45,643, reduced from $62,301. 

Actually, low-income Canadians get more of a break than these figures show. 
By law, in addition to exemptions, Canada gives taxpayers $72 for each child. 
Net tax to taxpaying parents of two children is thus $144 less than shown here. 





>> U.S.-Canadian tax differences, as seen from Ottawa, boil down to this: 

Cost of government now hits high-income brackets harder in Canada than in 
U.S., but is easier on low-income groups than U.S. income tax is. 

Percentagewise, Canada's tax cut on incomes over $75,000 stops at 5 per 
cent, but it amounts to 86 per. cent for a family man with a net income of $2,400. 

If your income is high, U.S. will let you keep more than Canada will. 

If your income is low, Canada takes less in taxes than U.S. does. 

In Canada, as in U.S., similar devices are used to reduce taxes. Rates are 
reduced a bit, personal exemptions raised a little--enough to cut about 5 per 
cent of population off the tax rolls altogether. Effect on Government, of 
course, is to reduce revenue from income taxes. For Canada, cut is 32 per cent. 














(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


>> Taxes on profits, likewise, are to favor small business in Canada. 

Small business, reporting net profit under $10,000, is to pay only 10 per 
cent profits tax. lLast year all business--big and little--paid 30 per cent. 

Big business, however, is now to pay 33 instead of 30 per cent. 

Dividing line, as it works out, is profit figure of $77,000. Up to that 
point, the 10 per cent tax on the first $10,000 of profit means some reduction 
in taxes. But, above $77,000 profit, the tax bill is higher than before. 

In U.S., by comparison, the tax on corporate net profits below $50,000 is 
graduated, beginning with 21 per cent on the first $5,000. Above $50,000, U.S. 
rate is a flat 38 per cent. Tax load on all Canadian business, thus, is lower. 

In addition, wartime excise taxes--still in effect in U.S.--are being cut 
or removed altogether from Canada's tax structure. Excise taxes up to 35 per 
cent on luxuries are dropping to 10 per cent. Excises on a long list of other 
items--including rail and plane tickets, phone calls--are being wiped out. 














>> Two reasons are found for these tax reductions in Canada: 

Approach of national election is one. In Canada, too, tax cuts make votes. 

End of postwar inflation is the other reason, the official one. So: 

Controls are being reduced or removed, along with taxes. Only direct price 
controls remaining are on certain types of steel and lumber. Price ceilings on 
flour, bread, butter, fruits, etc., are now off. Rent control stays, though. 

Consumption is to get a boost, through removal of restrictions on imports, 
expansion of some import quotas, as well as through price declines. 

As Canadian officials see it, inflation is over, and deflation is not enough 
of a threat to worry about. Canada's national debt has been reduced in three 
years by $1,624,000,000, to $11,797,000,000. Government revenues at the new 
reduced rates will still leave a surplus of $87,000,000 next year, even if Gov- 
ernment spending is higher than last year, and four times the prewar rate. 

uestion, of course, is whether U.S. will continue to buy Canada's exports 
at peak rates, leave Canada's billion-dollar exchange balance intact. 











>> One of Europe's brighter spots--Belgium--is in considerable trouble. 

Up until recently, Belgians were full of optimism. Brussels was the luxury 
capital of Europe. Postwar recovery ran ahead of most in Europe. And it was 
recovery without austerity, with few controls, with free enterprise in the sad- 
dle. To U.S. Marshall Planners, Belgium was showing how things should be done. 

Now, the atmosphere in Brussels is gloomy. Unemployment is above 10 per 
cent. Production is high, 125 per cent of prewar, but foreign trade is hobbling 
on Marshall Plan crutches, can't seem to stand alone. Outlook is not encouraging. 





>> What you find, on investigation in Brussels, is this: 

High production costs are limiting sales abroad. Import restrictions in 
some areas also hamper Belgian sales. So, too, does rising competition. 

Exchange difficulties also make it hard for Belgium to go back to prewar 
pattern of selling freely to Europe while buying freely from the U.S. 

High value of Belgium's franc, relatively, may be working against her. 

High consumption, especially luxury imports, discourages private saving, 
leaves little for investment in plants to produce goods that can be sold abroad. 

Solution may have to be some form of Government control on investments, on 
imports, too. Currency devaluation also is in the wind, as elsewhere in Europe. 
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Industry is still producing at a high 
rate, but consumers are spending 
cautiously and business gives new 
signs that it will reduce its future 
rate of spending. 

Factory output dropped to 197.1, 
from 197.9, on the indicator below 
in the week ended March 19. The 
postwar peak was 202 in October. 

Auto production rose to 114,564, 
highest this year. 

Steel operations continue above 100 
per cent of rated capacity. 

Paperboard mills cut output to 80 
per cent of capacity in the week 
ended March 12, from an average 
of 85 so far this year and 100 a 
year ago. Paperboard output, used 
to make boxes and containers, re- 
flects activity in the production and 
sale of soft goods. 

Department-store sales fell to 269 
on the indicator below for the week 
ended March 19, from 277. Sales 
averaged 273 in the first three 
weeks of March, the same as in 
February, when sales were the 
lowest in nearly two years. 

Retail-store sales in February did 
not improve over the January rate 
of $127,000,000,000 per year, low- 
est since February, 1947. Soft- 
goods sales were 2 per cent below 
January, 5 per cent below Decem- 
ber. Losses centered in general 
merchandise and apparel. Auto 
sales lifted the durable-goods total 
above January, but home furnish- 
ings and building materials were 
down. 





(1935-39 = 100) 


* ADJUSTED FOR SEASONAL VARIATION 


FACTORY PRODUCTION 
(FRB) 
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DEPARTMENT-STORE 
(FRB) 


RETAIL TRADE 
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INDICATORS OF BUSINESS ACTIVITY 


rous scrap metals are a third below 
November. 

Steel is easier to get. 

The railroads have almost stopped 
ordering freight cars. About 1,400 
were ordered in the first 24% months 
of 1949. Car builders produced 
around 25,000 cars in the same 
period. That cut unfilled orders to 
79,000, about eight months’ out- 
put at the present rate. A wait-and- 
see attitude is being taken by the 
roads. Freight volume is down. 
Fewer cars are needed and prices 
may be lower later on. 

Electrical-appliance manufacturers 
are using less steel. 

Plant and equipment expenditures 
of business, shown in the top chart, 
are to be down moderately in 1949 
from 1948, carly returns from an 
official survey indicate. The chart 
shows that expenditures can fall 
rapidly if business activity drops. 
Perhaps a quarter of all steel goes 
into plant and equipment for manu- 
facturing companies, railroads, util- 
ities, commercial and other concerns. 

Steel set aside for critical uses under 
the Government’s voluntary-alloca- 
tion program jis being reduced. 
Some users can get steel without 
allocations, while others find that 
they need less steel than expected. 

Backlogs of unfilled orders in some 
industries are serving as a cushion 


Expenditures For New Plant 
And Equipment by Business 
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Physical volume seems to be holding 
better than dollar sales, in view of 
the drop in prices. Food prices 
declined 2.5 per cent from January 
15 to February 15 in the cost-of- 
living index. Apparel was down 0.7 
per cent, housefurnishings 0.5. 
Actual price declines were greater, 
for all markdowns at special sales 
are not reflected in the index. 

Metals prices were lower from 
March 19 to 23. Zinc was cut 1% 


cents per pound, following declines 
of 3% cents in lead. Steel scrap fell 
to $36 per ton at Pittsburgh, down 
$1 and $7 below its peak. Nonfer- 


for production. If new orders do 
not recover in the months ahead, 
production will fall as unfilled or- 
ders are exhausted. 


STORE 
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Hurdles for a New Lend-Lease . . . Admiral Leahy 
As Envoy to Spain? . . . Soviet Troubles With Poles — 


President Truman avoided an ap- 
pearance with Winston Churchill on 
a public platform in order not to of- 
fend Britain’s Foreign Secretary 
Ernest Bevin, who would be on hand 
for signing of the North Atlantic 
Alliance. Mr. Churchill is leader of 
the British Conservatives who are 
trying to throw Mr. Bevin and his 
labor associates out of office. 


xx 


Britons who come to U.S. to regale 
audiences with the successes of social- 
ism are to be put under official wraps. 
Members of the U.S. Congress are 
not reacting well to reports on how 
well off British workers are when tax- 
payers in U.S. are being asked to 
contribute more to their well-being. 


tee, ee of 


Socialists in Britain are coming to the 
conclusion that socialism isn’t the 
answer to anything much, but that 
planning by Government—applying 
plans to the working of private in- 
dustry—is the real new panacea for 
what ails the world. 


xk 


Fred Vinson, Chief Justice of U.S., 
counseled President Truman to take 
the chip off his shoulder and to try a 
new line in dealing with Democratic 
leaders in Congress. The President is 
going to see if he can work with, in- 
stead of trying to drive, his party 
majority in Senate and House. 


xk 


White House aides tend to blame 
newspaper reporters for many of the 
President’s troubles. They think that 
reporters should not take advantage 
of Mr. Truman’s low boiling point by 
asking him questions that tend to 
produce explosive answers. 


xk 


Senator Walter George and the 
Southern bloc in the Senate are will- 
ing to let the White House have many 
things it wants from Congress just so 
the planners show where the money 
can be found to pay for them without 
hurting present taxpayers badly. 


64 


Mon Wallgren, the President’s friend 
who was denied confirmation in the 
job of National Resources Board 
Chairman, is to get another job if Mr. 
Truman does not succeed in convinc- 
ing Senators that they should now 
approve Mr. Wallgren. Mr. Truman 
has not had much success in getting 
Senators to reconsider. 


xx xk 


Senator Robert Wagner, of New 
York, is expected to resign in time 
for a successor to be elected at a spe- 
cial election in November. If the ail- 
ing New York Democrat delays 
his resignation too long, Governor 
Thomas E. Dewey might get the op- 
portunity to appoint a Republican to 
succeed him. 


xk 


Atomic Energy Commission runs into 
a lot of local political pressure in 
selecting new sites for atomic de- 
velopment. Before the latest site at 
Arco, Ida., was selected, Montana in- 
terests were trying to get the new 
plant. Competing railroads also were 
active. 


x* * 


Dean Acheson, Secretary of State, is 
going to be forced to put all of his 
cards on the table before he gets an 
appropriation from Congress to re- 
vive lend-lease. Leaders in Congress 
this time insist that they are going to 
get facts and figures, and not just 
words, in making commitments that 
will involve expenditure of unknown 
amounts over the years ahead. 


: ie 


Louis Johnson, as Secretary of De- 
fense, is to face a problem in restrain- 
ing the exuberance of the Air Force 
just as has his predecessor, James 
Forrestal. Problem is that Congress 
is sold on the idea that airplanes and 
bombs can make the country secure 
at lower cost and with fewer men, 
while actual military planners come 
to different conclusions. The Secre- 
tary of Defense has to see that Army 
and Navy get their share of the 
money. 


Averell Harriman, roving ambas 
sador for the Marshall Plan in E 
rope, really is devoting most of 

time to discussions related to pls 
for extending military aid to Europ 
Mr. Truman is using Mr. Harrimg 
for the key diplomatic jobs on ff 
Continent. Mr. Harriman also is bej 
considered as head of ECA if Ps 
Hoffman resigns. 


xx 


Fleet Admiral William D. Leahy, r 
tiring Chief of Staff to the Presiden 
can have the Ambassadorship 
Spain if a decision is made soon 
restore full relations with the Fra 
Government. Admiral Leahy is bi 
writing memoirs that are expected 
go far to clear up some of the bling 
spots in the Roosevelt meetings wit 
Stalin during the war. 


xk 


Some very important Senators 4 
beginning to take the line that Pres 
dent Truman should make some kin 
of peace gesture toward Russia b 
fore going all out to arm the worldi 
a bloc aligned against Russia. 
Senators feel that the United Stat 
is tending to give the impression 
belligerence on its part instead 
stressing its traditional attitude 
peacefulness. 


xk 


Secretary of State Acheson has 
tread cautiously in promising U.4 
aid to Iran. The Soviet Governmel 
has a 1921 treaty with Iran that gi 
Russia authority to move into t 
country if any other power tries 
establish control there. U.S. fear 
that promises of aid may be used 
Moscow as an excuse to invoke th 
1921 treaty. 


x * * 


Joseph Stalin and his aides are faci 1 
more trouble within their empi 


Communist leaders in Poland 
beginning to get restive over the cof 
tinuing effort of Russians to tell 
Poles what they should do. It seem 
that, even under Communism, ni 
tionalist forces get in their work. 


U. S. NEWS & WORLD REPO 














Wat 
PRASLOCRRE 
OX 
BONDS 





100 PROOF a ae 


S ° v 

SENG tito end Bae oO 
RE oisTiLLERiE 

Cwenisore  Aertt 





Glenmore’s Kentucky Tavern is the only Bottled-in- 
Bond that has always been made by the same family 
in the same distillery for three generations... and 
the Glenmore distillery has made more Kentucky 
Bourbon than any other distillery. This unmatched 
experience assures you uniform high quality. 


That’s why... 


NO OTHER BOND CAN MATCH THAT 


© Glenmore Distilleries Company, Louisville, Kentucky 
KENTUCKY TAVERN TASTE 





WILLIE 
MOSCOM 


World’s Pocket Billiard Champion, 1947 
and 1948, holds pocket billiards high-run 
record of 309 balls in succession and match 
single game record of 127. Mosconi also 
rates as a 3-cushion billiard expert. 


HOPPE 


Winner of his first World Championship 
back in 1906, the veteran Willie Hoppe 
has held every championship in carom 
billiards. After 44 years of competition, 
Hoppe is still world’s 3-cushion champion, 


WHEN THE “BOY WONDER” MEETS THE “OLD MASTER” OF THE CUE...IT’S 


In a recent test 
of hundreds of people 
who smoked only Camels 
for 30 days, noted throat 
specialists, making weekly 
examinations, reported 


NOT ONE SINGLE 
CASE OF THROAT 
IRRITATION 
due to smoking 


CAMELS! 


= 


? CAMELS Zor Mh LIWESS/ 


30 DAYS ?7...I'VE 
SMOKED CAMELS 

~ FOR 20 YEARS. | 
AND CAMELS ALWAYS 
TASTE GREAT! 





@ Millions of smokers have been enjoying Camel 
mildness for years. If you haven’t yet discovered the 
cool mildness and rich flavor of Camel’s choice 
tobaccos ... make the Camel mildness test in your 


own “T-Zone” (T for Taste and T for Throat). 


Money-Back Guarantee! 
oY 


Try Camels and test them as you smoke them. If, at any 
time, you are not convinced that Camels are the mildest 
cigarette you ever smoked, return the package with the 
unused Camels and we will refund its full purchase price, 
plus postage. (Signed) R. J. Reynolds Tobacco Company, 
Winston-Salem, North Carolina, 








